UNION CARBIDE AND CARBON CORPORATION 
CONSOLIDATED BALANCE SHEET 


INCLUDING DOMES 


STIC, CANADIAN AND OTHER FOREIGN 


SUBSIDIARJZS 


December 31, 1936 





ASSETS 


CURRENT ASSETS 
Cash $ 31,192,104.90 
Marketable Securities (At Market 


December 31, 1936) eye 4,077, 170.41 


RecetvaB_es (After Reserve for 
Doubtful) 
Trade Notes and Accounts $ 19,240,673.94 
Other Notes and Accounts ; 1,509,919.95 20,750,593.89 
IxnventToriEs (Cost or Market, 
Whichever Lower) 
Raw Materials 
Work in Process 
Finished Goods 
ToTat CURRENT AsseETs ceecaes § 07,060,408.78 


$ 15,606,389.32 
9,299,190.96 


16,114,659.30 $1,020,239.58 


FIXED ASSETS 
Land, Buildings, Machinery and 
Equipment 


INVESTMENTS 

Affiliated Companies 
in Consolidation ek 

Debentures and Notes Rec eivable. 

Reacquired Capital Stock of U nion 
Carbide and Carbon Corporation 
(97,605 Shares) 

Other Securities . 


DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc. 1,661,218.37 
Bond Discount and Expense BAT, 589.14 
Patents, Trade-Marks and Goodwill. . __1.00 


TOTAL ASSETS $5 


250,227,421.91 


Not Included 
5,370,360.63 
5;153,178.16 


1,899, 193.15 


2,022,838.47 14,745,870.41 


2,008,807.51 


$364,022,209.61 
Nore: The above balance sheet includes the assets and liabilities as at 
September 30, 1936 of certain subsidiaries other than United States 


and Canadian. 
INCOME 


Earnincs, After Provision for Income Taxes and Sur- 
tax on Undistributed Profits ‘ 
Deduct— 
Depreciation and Depletion ... 
Interest on Debentures 
Interest on Mortgages and Funded 
Debt of Subsidiary Companies... ——_—_238,628.81 


NET INCOME 


$ 45,888,544.04 


8,187,576 
610,135. 21 
9,036,335.68 
$ 36,852,208.36 
2S SS RTT 


Nore: Income includes twelve months’ earnings to September 30, 1936 
of certain subsidiaries other than United States and Canadian. 





AUDITORS’ REPORT 
UN1IoN CARBIDE AND CARBON CORPORATION: 

We have made an examination of the balance sheet of Union 
Carbide and Carbon Corporation and its subsidiaries as at De- 
cember 31, 1936, and of the statement of income and surplus 
for the year 1936. In connection therewith we examined or 
tested accounting records of the Corporation and other sup- 
porting evidence with respect to the parent company and 
United States and Canadian subsidiaries and obtained informa- 
tion and explanations from officers and employees of the Cor- 
poration; we also made a general review of the accounting 
methods and of the operating and income accounts for the 
year of these companies, but we did not make a detailed audit 
of the transactions. 

Accepting the statements of other auditors with respect to 
subsidiaries other than United States and Canadian, in our 
opinion, based upon such examination, the accompanying bal- 
ance sheet and related statement of income and surplus fairly 
present, in accordance with accepted principles of accounting 
consistently maintained by the Corporation during the year 
under review, its position at December 31, 1936, and the results 
of its operations for the year. 

HURDMAN AND CRANSTOUN 
March 24, 1937 














LIABILITIES 


CURRENT LIABILITIES 


Accounts Payable 

Bond and Debenture Interest (Un- 
presented Coupons and _ Interest 
Payable January 1, 1937). : 

Dividend Payable January 1, "1937... 


6,301,026.60 


AccrveD LIABILITIES 


Taxes (Including Income Taxes 
and Surtax on Undistributed 
Profits). 

Bond Interest 

Other Accrued Liabilities 

Tota CURRENT 


9,839,191.49 
69,250.00 
771,167.45 10, 679,908.94 
& > 24, 398,670.94 


FievrREN Year, 342° SINKING FUND 
DEBENTURES OF UNION CARBIDE AND 


CarBON Corporation Due July 1,1950  $ 16,750,000.00 


First Morrcace Bonps oF SUBSIDIARY 
CoMPANIES 

Due February 1, 1937, 6% _ 

February 1, 1937) 

Due October 1, 1955, 


1,165,000.00 
D 3,210,000.00 


5% 


TOTAL LIABILITIES $ 15,523,670. 


R&SeERVE FOR DEPRECIATION 71,461,814.32 
‘Capital Stock oF UNION CARBIDE AND 

CARBON CORPORATION 9,000,743 

SHARES OF No Par VALUE ‘ 
EaRNED SURPLUS .......- 247,036,724.35 
$364,022,209.61 
ETL OADT A 


71,873,051.92 


* Not including 226,167 shares owned and held from December, 1917 
by Union Carbide Company, a subsidiary. 


SURPLUS 


EARNED SURPLUS AT JANUARY 1, 1936, 58,704,817.84 


Add— 
Increase in Market Value of Mar- 
ketable Securities as of Decem- 
ber 31, 1936 1,003,260.41 
$ 59,708,078.25 


Deduct— 

Decrease in Dollar Value of Net 
Current Assets Due to Varia- 
tion in Foreign Exchange Rates. 

Obsolete Property Abandoned ... 

Other Items Not Affecting 1936 
Operations 472,302.97 1,539,075.89 


453,841.94 
612,930.98 


$ 58,169,002.36 


Add— 


Net Income for Year(see opposite) $6,852,208.36 


'§ 95,021,210.72 


Deduct— 

Dividends Declared on Capital 
Stock of Union Carbide and Car- 
bon Corporation: 

No. 74—-50¢ per share—Paid April 
1, 1936 $ 

No. 75—60¢ per share—Paid July 
1, 1936 

No. 76—70¢ per share—Paid Octo- 
ber 1, 1936 6,300,520.10 

No. 77—s0¢ per share—Payable 
January 1, 1937 


41,500,371.50 


5,400,445.80 


7,200, 594, 40 
s 23,401, ,931.80 
Less Dividends on Reacquired Cap- 
ital Stock 253,773.00 23,148,158.80 


EARNED SURPLUS AT DECEMBER 31, 1936. $ 71,873,051.92 
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To The Mian 
With ‘Two Pairs 
Of P. ants 





There have been times in the 
careers of most of us when to 
own two pairs of pants mark- 
ed the zenith in affluence. 
As a matter-of-fact one of the 
first places to reflect prosper- 
ity has always been the ward- 
robe. Moths are really an 
indication of money. You 
never find moths fattening 
in an empty closet. So if 
your closet is comfortably 


filled you need protection. 
We can’t sell you insurance against 
moths, but we can offer you an insur- 
ance policy that will indemnify you 
for losses to your personal property 
caused by practically all other perils. 
Find out about this protection by 
writing. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 


Peer ere $6,000,000.00 
Surplus to Policyholders..... $44,182,317.01 








Shall I Buy — 
Shall I Sell 
Stocks_Now? 


If you know when it is safe to buy 
and wise to sell stocks—if you act on 
your knowledge promptly — risks 
are minimized, maximum profits 
possible. 


T. E. Rassieur Trend Interpreta- 
tion Service offers you definite 
buying and selling advice based 
strictly and solely on interpretations 
of long-term and short-term trends 
arrived at by precise mathemat- 
tcal computation. 


T. E. Rassieur Trend Interpreta- 
tion Service is unique in the finan- 
cial field, neither duplicating nor 
overlapping the service of any exist- 
ing system or organization. 


The principles and scope of this 
service are explained in a compre- 
hensive free booklet: ‘TREND 
INTERPRETATION.” Write for it. No 


obligation. 


T. E. RASSIEUR 


Trend Interpretation Service 


1625 Continental Bldg., St. Louis, Mo. 
v1 
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With Th\e Editors 





Uniform Accounting Will Helly Investors 


Ir one pauses to think of all the 
things that accounting is supposed 
to cover, it will be readily seen why 
it is not, and cannot be, an exact 
science. Accounting is supposed to 
convey a picture of complicated 
transactions, most of them for cash 
it is true, but some for other con- 
siderations: it is supposed to give 
a cipher picture of vast plants and 
their condition; a picture of stocks 
of material, some in the raw state, 
some partly finished. Accounting is 
asked to do this and more, not for 
a single business, but for a million 
businesses which differ one from 
the other as night and day. Be- 
cause of all the different require- 
ments to be met, is there any won- 
der that accounting practice varies 
between one industry and another 
industry and even between com- 
panies in the same industry? 

Yet, although it is manifestly im- 
possible to completely standardize 
accounting procedure, there is no 


reason why it’ should not be con- 
siderably more uniform than it is at 
the moment. Certain broad prin- 
ciples may be laid down applicable 
to everyone and, within limits, com- 
panies in the same line of business 
might well keep their books in a 
similar manner. It is this that the 
Securities & Exchange Commission 
is now attempting to achieve for 
those companies affected by the 
two Securities Acts and the Public 
Utility Holding Company Act. The 
method chosen by the Commission 
is to publish from time to time 
“opinions on accounting principles 
for the purpose of contributing to 
the development of uniform stand- 
ards and practice in major account- 
ing questions.” The first of these 
cpinions has been issued. It has to 
do with charges against capital sur- 
plus and the SEC’s accountant 
holds that “capital surplus under 
no circumstances should be used to 
write off losses which, if currently 


recognized, would have been charge- 
able against income.” 

It is not so much that this opinion 
is important in itself, or that if 
everyone adhered to it all our trou- 
bles over differences in accounting 
practice would disappear. What is 
important, is that it is the first step 
in a comprehensive policy which 
should make for as much uniformity 
and_ simplification of accounting 
practice as is possible within the 
inherent limits of the subject. This 
is going to mean a great deal to the 
investor. It is going to make it a 
great deal easier for him to decide 
upon the respective merits of any 
securities that he might have under 
consideration. Even when SEC 
has fully attained its objective in 
the matter of uniform accounting, 
poor investments, of course, will still 
be made. However, they will not be 
made solely because the ABC com- 
pany handles, say, depreciation, dif- 
ferently from the XYZ company. 





IN THE NEXT ISSUE 


Significant Trends in First Quarter Earnings 


BY FRED M. ARMSTRONG 


Are Foreign Subsidiaries Assets or Liabilities 


to American Companies? 


BY H. M. TREMAINE 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC &« MANUFACTURING COMPANY «+ EAST PITTSBURGH, PENNSYLVANIA 


Darkness once yielded only to the Sun. Today it bows to new and formid- 


able opponents... . powerful lights, that owe their brilliance to electricity. 


“ TDLAY BALL!” The sun has long 

since set, yet the flash of the 
tiny white sphere from the pitcher’s 
hand is as visible as in midafter- 
noon. The crack of the bat sends an 
outfielder tearing backward. Your 
eye follows the ball in its zooming 
atc. The contest is on! 

In fact, ¢wo contests are on—and 
the one between Darkness and 
Light is infinitely the more signifi- 
cant. That battle is waged not only 


upon the playing fields. Nightly it 
is fought on highways and air lanes 
— in homes and on quiet residen- 
tial’ streets —in public buildings, 
auditoriums and great industrial 
plants. And everywhere, the con- 
quest of darkness by electric light 
adds to safety and public welfare. 

“Tt can’t be done, but here it is!” 
might well be the motto of the 
Westinghouse research engineers 
who have aided the cause of Light 


Westinghouse 
Tle name Teal mowed 2", 


in this once-unequal contest. To 


them goes credit for years of de- 


5 

velopment and application of incan- 
descent, sodium, and mercury light- 
ing — and for the art of “‘painting 
with light.” The 
“Circle-W” 
found today on efficient lamps and 


Westinghouse 


trade-mark will be 


lighting equipment serving every 
home and industrial purpose. It is a 
never-failing guide to better illumi- 


nation at lower cost. 
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The Trend of Events 


BOOM IN DURABLE GOODS... The President an- 
nounces that the Government will seek to switch its 
spending from durable goods to consumer goods, charges 
that prices of some durable goods—notably steel and 
copper—have been unjustifiably advanced, and warns 
that the tendency of expansion in durable goods to run 
ahead of that in consumer goods is a danger signal which 
in the past has forecast eventual business reaction. 

Government buying of steel and copper, excluding 
military needs, is a very small percentage of present 
total demand. Hence the change in policy can have 
only insignificant effect, save perhaps in psychological 
influence upon commodity speculation. Federal demand 
for cement is important. but the P W A program has 
been tapering off for months as private construction 
recovered. 

“Pump-priming” having so largely achieved its objec- 
tive, it would be highly desirable to end all Federal 
recovery spending. The President proposes, however, 
merely to turn from one kind of recovery spending to 
another. Obviously, artificial stimulation of consumer 
goods industries will automatically create increased de- 
mand for capital goods. The remedy for the present 
situation, if remedy be needed, would be to encourage 
increased production of all kinds of goods, for adequate 
production within a reasonable time infallibly checks 
price-raising and restores equilibrium. 





As for the President’s theory that we are now over- 
producing durable goods, we disagree. On a per capita 
basis output of such goods remains substantially under 
that of the 1925-1929 period of prosperity; and the cumu- 
lative deficiency in such goods created in the depression 
years of under-production is still enormous. Indeed, 
this deficiency at the end of 1936 was estimated by the 
Brookings Institution at $25,000,000,000. The President 
is on sound ground in recognizing the dangers of exces- 
sive rise in prices—a rise to which, it is fair to say, his 
own policies have contributed. He is not on sound 
ground in holding that production of durable goods is 
now adequate. We will never absorb the unemployed 
and move forward to a new peak of well-being without 
greater production of both durable and consumer goods. 
That is wealth. You don’t get more of it by producing 
less. 





ANYWAY, TRADE INCREASES ... February customs 
figures record another excess of imports over exports. 
We thus increased our physical wealth, but according to 
the bookkeeping habits of protective tariff economy, the 
result is called an adverse balance of trade. At the same 
time the news records that the steel men are worried 
about the outpouring of serap steel. All the world seems 
to want our old iron and steel. The trade prophets now 
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tell us that our trade with Europe is following a pattern 
which will eventually take it to even greater heights 
than enjoyed in the years just before 1929. 

Seeing our exports to the world grow from $130,000,000 
in February, 1932, to $230,000,000 in 1937, one tends to 
wonder how much even the most laudable statutory 
manipulation of international trade really affects the 
volume of such trade. The amount of change that can 
be attributed to the popular trade agreements that have 
been negotiated by the State Department in the last 
three years probably has accomplished very little com- 
pared with the consequences of “natural” recovery. The 
most important success which these trade agreements 
have had in substantial results to their credit is the case 
of Canada; and in this instance we are reminded that 
the sort of people and the state of culture in the coun- 
tries with which we deal is of the first importance. It is 
remarked that all South America with its immense ex- 
tent and numerous population does no more business 
with us than Canada alone. It is most pleasant to reflect 
that the Hull Treaty with Canada is the one, of all the 
fourteen or fifteen that have been ratified, in which 
slashes in tariff rates were made on both sides that cut 
deep and hurt painfully. And yet after more than a year 
of experience with that agreement, there is little senti- 
ment in favor of reducing or canceling it. Once again 
we are learning the painful lesson that nations that seek 
to increase their foreign trade should not be so incon- 
sistent as to complain when it does increase. The total 
is still far under normal levels. 


TAX OR RETRENCH ... The Government’s income in 
March was more than $1,000,000,000 but nevertheless 
under budget estimate. This means that despite a 
veritable flood tide of tax revenues, the end of this fiscal 
year will find us farther from a budget balance than the 
President forecast in January. For four years every 
Administration estimate as to the time when the deficits 
would end has proved erroneous. 

How long can this sort of thing safely go on? It is 
not a question of early strain on the Federal credit— 
but it is a question of firmly correcting a free-and-easy 
fiscal policy that is contributing so much to fears of 
inflation; and it is a question of beginning soon to pare 
down the debt in order that the Federal credit can safely 
be put to emergency use if and when imperative need 
arises again. This is not alone our view. It happens 
also to be that of the New Deal Chairman of the Federal 
Reserve Board. 

Of course, we could continue drifting in the expecta- 
tion that additional business expansion and a higher 
national income would, on the basis of present taxes, 
lift revenues above even the existing swollen volume of 
outgo—but how does the expectation of getting much 
more out of business profits, and out of the income 
taxes that are paid by only some 2,000,000 people, 
square with the charge of Senator Wagner that business 
profits are now excessive and that more must go to the 
workers? How does it square with the objective of shift- 
ing a much greater portion of the national income to the 


underprivileged, who pay no income taxes but pay 
through the nose in hidden and nuisance taxes? The 
fact is that direct taxes on business and the wealthy are 
now not far from the point of diminishing returns and 
has been more than sufficiently exploited. 

As the Joint Congressional Committee on Internal 
Revenue publicly concedes, there remain as important 
possible sources of revenue only a general sales tax or a 
larger take from the low-income brackets. The Presi- 
dent, however, and his leaders in Congress have ex- 
pressed distaste for any important tax changes. The 
alternative is retrenchment. Perhaps the taxpayer can 
take heart from a few tentative gestures in the latter 
direction. For example, each of six major appropria- 
tions bills put through the House thus far this session 
has been well under budget estimates. For example 
No. 2, the House Agriculture Committee has refused to 
go along with the Administration in spending $50,000,- 
000 to start converting farm tenants into farm owners. 
Keep it up, gentlemen! But don’t be surprised if you do 
not hear loud cheers until the final record is in. 


THE RAILROAD PROSPECT ... The outlook for 
further gains in traffic on the railroads over the next three 
or four months is good; and there is nothing now in 
sight to indicate any major change in the favorable 1937 
trend of gross revenues. The only cloud on the horizon 
is the demand of transportation workers for a 20 per cent 
increase in wages and of other workers for a straight 
increase of 20 cents an hour. The negotiations will be 
protracted and a compromise no doubt will eventuate. 

Most discussions of labor problems these days begin 
with an avowal of “sympathy for the general aims of 
labor.” Of course, the general aim of labor—like that 
of most everybody else—is to get all that the traffic will 
bear while the getting is good. How about some sym- 
pathy for the railroad stockholders and owners of junior 
bonds? Many of these have received no return what- 
ever on their investment for many years. While many 
rail workers were thrown out of employment in the de- 
pression, those who retained jobs were and are relatively 
well paid. In fact, train crews are getting what they 
got in the boom and rank high in the aristocracy of 
labor. Rail profits are a fraction of what they were over 
the decade preceding the depression and only a small 
minority of railroads are paying dividends on either 
preferred or common stocks. For that matter, more 
than a quarter of the rail mileage of the country remains 
in the hands of receivers. Under the circumstances, 
forthcoming pleas for the “downtrodden” and “op- 
pressed” railroad workers are going to have a kind of 
hollow sound in many ears. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 800. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
Monday, April 5, 1937. 


this issue. 
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BY CHARLES BENEDICT 


THE PLANS OF MICE AND MEN... 


= believer in destiny, would have said that 
the Fates had turned against Mussolini. The average 
man describes Il Duce’s plight as a “bad break’”—as a 
turn in his fortunes. Philosophers will reason that the 
inexorable law of compensation has been at work. How- 
ever explained, the significant fact remains that at the 
now famous battle of Guadalajara the Italian troops 
fled in such wild disorder that the Loyalist Spanish com- 
mander exclaimed in a sentence that echoed around the 
world: “Why these Italians are only tin soldiers!” 

A few words and the seeds of doubt are sown. A 
blight falls upon the prestige of Mussolini and Italy—so 
little does it take to change the course of a nation when 
it depends upon a single man. 

The history of Europe is closely identified with such 
empire builders, whose path through interminable years 
of war left destruction and desolation everywhere. Their 
rise and fall has always been accompanied by the rise 
and fall of nations all over the continent. Opportun- 
ism is the basis of their policy. It may 
sharpen the wits, but it lays no se- 
cure foundation for progress. Con- 
stant fears do not tend to constructive 
building. 

No wonder that the aftermath of 
continuous warfare has left the Euro- 
pean peoples impoverished spiritually 
and materially. Blood-letting has so 
weakened the various races that 
Europe today is perhaps a hundred 
vears behind the United States in the 
standard of living for the great mass of 
the people. 

It is a longing for peace and a chance 
to live that caused these war-ridden 
peoples to strike out against capitalism 
in an endeavor to rid themselves of 
those who finance and profit from these 
disasters. 

Ironically enough Mussolini himself 
originally was the leader in a revolt 
against the power and authority which 
made war profitable to the few and 
brought misery to the many. 

But for Mussolini today to plan to 
enrich the whole Italian people at the 


Brown Bros. 


APRIL 10, 1937 


expense of the rest of the world is quite another thing. 
In this role he sees himself the hero and redeemer of 
Italy. He forgets that those who conquer by the sword 
must perish by the sword. He believes his will is strong 
enough to stave off this eventuality. 

What an inspiring figure he could have become if he 
had contented himself with the rehabilitation of Italy 
and the regeneration of its people. 

It is such ego of “great” men that leads the world 
astray. People find themselves at the mercy of these 
self-appointed Messiahs who must control everything 
and everybody because they think that they alone 
possess a Godlike intelligence denied to others. 

It would be better if there were fewer such self- 
appraised supermen, and greater intelligence and under- 
standing among all men. The world has made some 
progress in that direction, yet it still learns the art of 
living only through experience and observation. 

Thus. unfortunately, events (Please turn to page 858) 
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The Market Over the Near Term 


BY A. T. MILLER 


i. would take a psycho-analyst of the first rank to run 
down and clarify the inhibitions with which the stock 
market has recently been afflicted. Certainly its current 
fears and hopes are curiously jumbled, with hopes hav- 
ing somewhat the worst of it for the moment. 

Booming business activity and rising commodity prices 
have brought forth from high Government officials blunt 
warnings that we face the danger of a run-away inflation. 

President Roosevelt in a press confer- 
ence has criticized price levels in steel 
and copper, has expressed concern at 
what he regards as the tendency of capi- 
tal goods industries to expand faster 
than consumer goods volume, but has 
conceded he doesn’t know exactly what 
to do about it—since the armaments 
race is a contributary cause — except 
seek to discourage the Government’s 
own purchases of durable goods. 

Bank credit outstanding has been in 
process of rather rapid deflation for 
more than three months. 

Government bonds have been under 
persistent bank liquidation for weeks, 
and their substantial decline has pulled 
down not only high grade corporate bonds but also the 
general run of second and third grade bonds. 

Treasury receipts in March were about $150,000,000 
under budget estimates, suggesting that, unless taxes 
are raised or economies are instituted, the fiscal objec- 
tives outlined by the President in January will not be 
attained. 

Sit-down strikes continue, even in General Motors 
plants in violation of the agreement reached some weeks 
ago and indicating that the union leaders have none too 
much control over their followers. 

The Administration and its leaders in Congress con- 
tinue thus far to dodge taking a clear-cut stand against 
sit-downs, hoping—for reasons not entirely clear—that 
an early decision on the Wagner Labor Act by the 
Supreme Court will clear away the fog in which Federal 
labor policy is enshrouded. 

The fight over the issue of re-making the Supreme 
Court continues to drag along, with bitterness on both 
sides unabated and with most other important legisla- 
tion at a standstill. 

In much published business and financial comment 
increasing attention is being paid to the possibility of 
some kind of an economic recession late in the year. 

Recent defeats of the Fascist forces in Spain are taken 
as tending to lessen fear of an early and general Euro- 
pean war and to that extent lessen the inflationary influ- 





ence of the armaments race on speculative sentiment, 

Here we have listed a considerable number of con- 
fusing and contradictory factors at work on the state 
of mind of investors and speculators. The only common 
theme running through it is one of uncertainty and 
indecision. The effect has not been any major increase 
in stock liquidation, but a further marked contraction 
in investment demand, which for some weeks had been 
increasingly selective and none too ro- 
bust in total. With the general run of 
traders taking to the sidelines also, and 
with some marginal accounts restricted 
as a result of irregular reactions that 
have taken some groups considerably 
under former highs, the market has be- 
come painfully thin. 

Under such conditions, in the majority 
of stocks, sales can only be made at a 
sacrifice, and any effort to attach tech- 
nical significance to the resulting fluctua- 
tions would be absurd. Necessarily, 
traders who follow the principle of cut- 
ting their losses short are placed in a 
quandary. If they adhere to a “stop- 
loss” technique, either actual or mental, 
they will often find themselves selling out a_ perfectly 
good stock merely because somebody else has decided 
to liquidate a few hundred shares, and then see it rally 
even faster than it had declined. If they do not attempt 
to limit losses, however, they must take the risk of 
deciding for themselves whether reaction in a given 
situation does or does not reflect a significant change in 
earnings or other fundamentals determining stock trends. 

On the bright side, the fact remains that a thin 
market works both ways. There has been a substantial 
general reaction in the majority of stocks and in many 
groups correction has far exceeded the recession shown 
in the composite indexes. We interpret this as implying 
that, with a few possible individual exceptions, no top- 
heavy speculative position exists. Hence any change 
for the better in the external news could bring about a 
sharp rally. As far as technical indications can have any 
meaning in a market of such restricted volume, waning 
activity is a favorable omen. 

Aside from short-swing rallies, however, we feel that 
the uncertainties pertaining to the intermediate out- 
look are sufficient to suggest a generally cautious atti- 
tude in new investment or speculative commitments. 
Since we doubt that any intermediate reaction in our 
composite index, shown on the accompanying graph, 
will exceed 15 per cent—and it may be much less—we 
would advocate utilizing any recession below present 
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Decline in Federal bonds, hints of boom control from the 
President and the unsolved labor problem have further un- 
settled a thin and jittery stock market. Would regard any 
further recession as opportunity for discriminating purchases. 


levels for the gradual accumulation of equities of com- 
panies in line for further expansion of earnings. In this 
class are heavy steels, some of the better rails, rail 
equipments, farm implements and others in which 
present level of gross suggests 1937 earnings much higher 
than realized in 1936. Through various periods of “in- 
flation talk,” reactions, war scares, strikes, floods and 
whatnot over the past several years, dynamically favor- 
able earnings trends has been by far the most important 
factor making for equity appreciation. Such will con- 
tinue to be the case. 

Meanwhile, it is quite likely that the near-term be- 
havior of the market will take its cue from the Gov- 
ernment bond market and from developments at Wash- 
ington relating to the budget outlook and to labor 
policy. Much nonsense is being talked about the rea- 
son for the severe decline in Federal bonds. There is 
no single reason. Many large banks began liquidating 
Government bonds more than nine months ago, partly 
because excess reserves had been reduced by the Re- 
serve Board’s action in raising reserve requirements, 
partly because they anticipated further credit curbs, 
which developed with a second boost in reserve require- 
ments; partly because rising commercial loans provided 
an opportunity for more profitable employment of credit; 
partly because they believed Federal bonds, on which 


they had profits, were as high as they were likely to 
get; partly because they anticipated the psychological 
effect of even a minor tightening in short-term money 
rates. 

Belatedly, country banks have joined the procession, 
influenced by the sight of declining prices and fear of 
further decline. The most recent statement shows that 
since the turn of the year reporting member banks in 
leading cities have disposed of $578,000,000 in Govern- 
ment and Government-guaranteed bonds; and the re- 
duction in total loans and investments for this period 
has been $371,000,000. Since July 1, 1936, New York 
City banks have reduced their investments in Govern- 
ments by $865,000,000 or some 21 per cent. For the 
present, therefore, talk of inflation is being accompanied 
by a considerable actual credit deflation. 

A debacle in Federal credit is not in the picture, as 
we see it on the basis of present factors. On a guess, 
we are inclined to expect that Government bonds will 
attract firm support around a 8 per cent yield basis. 
Meanwhile, if the present scare should result in inducing 
the Administration to take firm steps to balance the 
budget and come to grips with the labor problem, we 
can see the making of a renewed period of optimism, 
since business activity continues at a high level and 
probably will remain favorable through second quarter. 
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Runaway Price Inflation? 
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BY NORMAN T. CARRUTHERS 


DEC. 31,1931= 100 


No since the spring of 1933, when 
the dollar was on the skids and the 
Roosevelt Administration was moving 
might and main to boost commodity 
prices up from the depression depths, 


has the country been as “inflation- -\eR 


minded” as it is today. From various 
officials at Washington have come ar 
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warnings that we face the danger of 
a run-away boom. From them, too, 
have come a variety of suggestions as to what can or 
should be done about it. The newspapers print column 
after column of debate and conjecture on the trend of 
prices and the prospective cost of living. 

Now, of course, the major direction of prices has been 
upward for several years, here and throughout the world; 
but it is because of the speed and scope of the advance 
of the past five months that public attention is again 
focused on the specter of inflation. Since the start of 
last November the comprehensive and slow-moving in- 
dex of the Department of Labor has advanced approxi- 
mately 7.4 per cent. This does not begin to tell the 
story. For the same period Moody’s sensitive spot index 
of fifteen commodities is up 25 per cent and at this writ- 
ing is pointing higher. Moreover, the Dow-Jones futures 
index, covering eleven basic commodities, is up 22 per 
cent in these five months and is currently at a new high. 

Orderly advance of raw materials has turned into a 
race and a sellers’ picnic; and for the first time since the 
early days of NRA prices of manufactured goods are 
joining enthusiastically in the parade. Scarcely a day 
passes without public notice that the price of this or 
that article must be raised because of higher costs. As in 
1933, merchants in their advertising are again urging 








’ 


Johnny Consumer to “buy now and beat the price rise.’ 

Our purpose in this article is to have an objective 
look at the causes underlying the present price move- 
ment; to consider whether it will continue and how far 
it is likely to go; to see whether the Government can 
do anything, or is likely to do anything, to check it; 
and to examine its significance in relation to sound in- 
vestment policy. Point is given to the last-named prob- 
lem by sagging tendencies in high grade bonds and by 
recent spectacular advance in some so-called commod- 
ity stocks. 

Since there has been all too much confusing generali- 
zation about “inflation,” let us state that we are con- 
cerned here with the question of a run-away inflation 
of commodity prices capable of out-distancing purchas- 
ing power of most consumer groups. We are not talking 
about credit inflation, against which the Government 
has already erected some safeguards and against which 
it has various other safeguards that can be brought into 
play at any time necessary; nor are we talking about 
currency inflation, which remains a most remote con- 
tingency despite continued unbalance of the Federal 
budget. 

On the part of any investor or business man who is 
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considering the wisdom or necessity of shaping policy 
with regard for the prospective trend of commodities, 
the present setting calls for some straight thinking. At 
a time when there is widespread conviction in the inevi- 
tability of much higher commodity prices over coming 
months, it may be just as well to adopt a questioning 
attitude at least as regards the time element. There 
was no “inflation” excitement last November. Now that 
spot prices are 25 per cent higher, we are swamped with 
prophesies of the great rise that is to come—and come 
in short order. 

This writer knows that there is an armaments race 
in progress, that it is stimulating demand for many 
types of goods and that it is contributing to the general 
price rise both in direct influence upon supply-demand 
factors and in encouraging commodity speculation. This 
writer knows that the trend of wages in manufacturing 
industry is up, that the resultant increased costs are 
being passed along to the consumer in the form of higher 
prices and that no end to this tendency is now in sight. 
This writer knows also that the dollar was devalued 
some time ago, that Federal deficit financing and gold 
imports have hugely expanded our credit supply, that 
the Government is continuing to spend lavishly, that 
the budget on June 30 will be about $2,000,000,000 out 
of actual balance and that our credit authorities remain 
committed to an easy money policy. Nevertheless, heret- 
ical or not, we pose this question: Is it not possible that 
30 far as concerns this year the greater part of the rise 
in some commodities may have been experienced? 

In seeking a sane answer to this question, it is neces- 
sary briefly to examine the causes of the recent price 
movement. In general, it may be held that the mone- 
tary and credit charges of recent years, except insofar as 
they have had a psychological influence, play a permis- 
sive rather than causative role in relation to business 
activity and the price movement. Certainly the mone- 
tary and credit factors existing last November, when 
the present broad price advance began, were not mate- 
rially different from what they had been in October or 
September or August or July. Indeed, the only recent 
change in the credit factor has been the opposite of infla- 
tionary, since the rate of bank credit expansion during 
the second half of 1936 was less than half what it had 
been during the preceding several years and since there 
has been an actual contraction of net bank credit out- 
standing since the start of this year. 

It is, therefore, quite obvious that something else was 
mainly responsible for this concentrated phase of ad- 
vance. Was it the armaments race? Only in part, 
because this also did not begin in November. Was it 
strikes and higher wages in industry? Partly—but if 
you check back on all past recovery periods you will find 
that invariably in the cycle of economic expansion there 
came at some point a period of-quickened advance in 
commodity prices, of commodity speculation, of short- 
ages of goods and delayed deliveries, and of cock-sure 
predictions of much higher prices to come. This hap- 
pened without any armaments race and without any 
extraordinary labor developments. 

In the recovery from the deep depression of the ’sev- 
enties a commodity squeeze developed about the middle 
of 1879 and lasted for approximately nine months, after 
which the advance topped out although business re- 


APRIL 10, 1937 





mained active for another three years. After the depres- 
sion of the middle ’eighties, commodity prices ran up 
from July, 1886, to January, 1888, but thereafter in five 
years of business prosperity did not go above the high 
point reached early in 1888. In the slow recovery from 
the long depression of the ‘nineties, commodity prices 
took some two years to creep up 5 points, then spurted 
about 13 points in a year, but the level reached on that 
move was not exceeded until 1902, despite further gen- 
eral economic improvement. 

To cite more recent history, after the severe 1920- 
1921 price collapse, commodities turned up in January, 
1922, and by March, 1923, had risen by more than 14 
per cent. Since everybody remembered the disastrous 
post-war price-raising spree of 1919, there was much 
viewing-with-alarm—yet the price level at that moment 
prevailing turned out to be the highest reached during 
the entire 1922-1929 “New Era” boom and persistent 
decline for some fifteen months after March, 1933, car- 
ried the composite price index of the Department of 
Labor down nearly 10 points. 

This history is cited not in blind deference to prece- 
dent but because it throws some illumination on the 
main cause underlying the present squeeze in commodi- 
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ties. What happens is this: In a great depression surplus 
stocks of commodities accumulate and a portion of pro- 
ductive facilities go out of use. In recovery, surpluses 
are gradually worked off—even as most people complain 
over the slowness of business revival and the inadequate 
participation of the capital goods industries—and even- 
tually there comes a time when capital goods begin to 
hum, rapidly expanding demand for basic commodities. 
Primary producers are surprised by the rapidity of the 
change in the supply-demand equation and are not 
prepared for it. It takes time to put long idle produc- 
tive facilities back to work. Speculators in commodities 
leap at the opportunity. Shortages quickly appear— 
and we have the abnormal and usually temporary phe- 
nomenon of a sellers’ market. 

The backbone of the sharp price advance of the past 
five months has been a much broadened demand for 
commodities created by expanding activity in the capi- 
tal goods industries — steel, building, machinery and 
equipment of all kinds; this on top of a high level of 
activity in consumer goods and consumers’ durable 
goods, and in a setting in which surpluses had largely 
evaporated. Secondary and contributing causes have 
been over-rapid raising of wages in manufacturing in- 
dustry and the world armaments race—both very im- 
portant but nonetheless secondary. Forward buying and 
rampant commodity speculation, especially in the Lon- 
don market, complete the picture. 





Gendreau 


Industrial Recovery — the strongest support for rising prices 






The armaments race has been dramatized in the pub- 
lic eye by announcement of the huge British program, 
It is to be doubted that as much as 10 per cent of total 
industrial production of the world is presently going 
into armaments—though some estimates ‘are higher— 
but this demand has disproportionate inflationary influ. 
ence because it is superimposed upon strong non-arma- 
ment demand in a setting of inadequate production, 
Moreover, short of war itself, there is gothing like an 
armaments race to fire the imaginations of commodity 
speculators. 

It need hardly be said that if another European war 
develops, prices will go through the roof—or almost. If 
there is no war, it is open to doubt that continued arma- 
ments spending at something approximating the present 
pace can of itself produce a run-away inflation of world 
prices though it would, if not toned down, have highly 
destructive internal financial consequences in some coun- 
tries, notably Germany, Italy and Japan—the most mili- 
taristically inclined and the least able to afford it. 

Go back over 140 years of American price history and 
you will find that in only a dozen of those years did 
commodity prices go any important distance above the 
1926 level, which is the base period taken in the whole- 
sale index of the Bureau of Labor. Over this period 
there were three violent price inflations, each caused by 
a major war—1812, 1861 and 1915-1919. Each was fol- 
lowed by painful deflation in which most everybody suf- 

fered worse than they had suffered through 
> the increased cost of living while the infla- 
tion was on. The point is this: it took 
four years of the biggest war the world 
has ever known, in which the cash cost 
was upward of $150,000,000,000 and in 
which tens of millions of workers were 
withdrawn from production of peace goods, 
to lift the American price level 55 per cent 
above the 1926 average. In a very few 
months after that peak was attained, prices 
were back under the 1926 base level. 

Looking back over that record of price 
fluctuations, this writer is impressed by the 
fact that production has always, and rather 
promptly, been able to meet any demand 
for goods, without run-away price rise, 
except under conditions of actual war. A 
great war creates abnormal demand for cer- 
tain types of goods and induces expansion 
of facilities for making those goods, while 
at the same time repressing output of other 
goods. To cite a’ simple example: our 
steel capacity and wheat acreage expanded 
greatly during the last war while residen- 
tial building virtually stood still. The end 
of the war brought a price boom in goods 
which had been under-produced for some 
time and this, until early in 1920, concealed 
tremendous over-production and _ over- 
capacity in other goods. 

Despite their importance, the economic 
distortions thus far set up by the arma- 
ments race are of far less magnitude than 
those deriving from war. Hence, barring 
war, it appears (Please turn to page 850) 
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Strikes Menace °37 Business 


A BIG question mark in the 
business outlook for the current 
year is the effect of strikes on the 
business recovery. During Janu- 
ary strikes involving 192,000 workers are reported to 
have caused industry and labor approximately 2,500,000 
man-days working time. At this rate, the loss of man- 
days would mount to the 1928 level before the year is 
out. Intensive unionization, using sit-down tactics as 
both a novel and effective labor weapon, has resulted in 
progressive increase in strikes during February and 
March. 

Some observers believe that with the present temper 
of labor, the number of workers to be effected by strikes 
may attain 1919 proportions of more than 4,000,000 
workers. Little confidence can be held in forecasts for 
the present year, however, since increasing labor unrest 
might, conceivably, compel a more forceful and plain 
spoken Federal labor policy before very long—a develop- 
ment that might bring sudden reversal in the rising trend 
of strikes noted during the first quarter of 1937. 
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BY STEPHEN VALIANT 


If, on the other hand, the pres- 
ent labor situation is permitted 
by either Federal or local authori- 
ties to simmer it will undoubtedly 
exercise a profound influence on the business recovery. 
To industry, it would involve important interruptions 
in production, and to labor it would mean loss in 
working hours. Furthermore, wage increases and con- 
cessions on working conditions and working hours rep- 
resent a direct increase in production costs which must 
be absorbed either by the manufacturer or by the 
consumer. 

In the latter event, purchasing power is not created by 
the labor victory, but rather shifted from one section of 
the population to another—presumably from the well 
organized groups to the unskilled labor ranks and the 
public at large. The actual loss in working time, further- 
more, actually destroys purchasing power, frequently in 
a manner that is not fully recouped when the strike is 
settled and the wheels of the factory turn over in an 
effort to make up the lost production. 












ening. in. Washington. 


BY E. K. T. 


Budget balance prospects go glimmering as first quarter 
tax receipts are far below estimates. Some figure the 
deficiency will exceed $400,000,000 by close of the fiscal 
year. Treasury experts say part is due to a lag in returns 
which will be made up later, particularly in social secur- 
ity taxes. This is the first time in years they have over- 
estimated receipts, and there are rumors of trouble brew- 
ing within the department. But officials refuse to admit 
anything is wrong with the principle of their corpora- 
tion surplus tax, though they are hunting loopholes to be 
plugged with new regulations or legislation. 


Deficit certainty looms for 1937-38 fiscal year and 
means more borrowing this summer and fall, at least, 
and at a time when it will be more difficult for govern- 
ment to borrow than for many years. And this will 
crimp Federal Reserve’s credit control plans. President 





WASHINGTON SEES 


Tax deficiencies causing trouble for the 
Treasury, foreshadowing more borrow- 
ing and more tax legislation. 


Administration keeping hands out of labor 
troubles. 


Walsh-Healey act enforcement on broad 
scale. 


Great significance in Supreme Court deci- 
sions on due process clauses of consti- 
tution. 


State minimum wage and collective bargain- 
ing laws coming. 


Gas utility regulation due. 


Slow action on Congress’ heavy legislative 
slate. 
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may have cause to recall his observation that liberal 
governments have been wrecked by loose monetary poli- 
cies. 


Economy would solve the problem, but the New Deal 
has no stomach for it. Too many things “need to be 
done”—and they’re all expensive things. 


Death or taxes is sure. Failing to trim its spending, 
the administration must secure new revenue if it is to 
survive. There will be a tax bill in June. Expiring ex- 
cise (nuisance) taxes will be continued or Congress will 
be told to enact substitutes with equivalent yields. No 
changes will be made in existing tax laws which might 
decrease revenues. Some tightening may be made in 
undistributed earnings tax. On top of this there may be 
additional taxes, such as broadening the income tax base 
or maybe new excises. Treasury experts are studying 
many possibilities. 


Congress lags, with little to show for its three months’ 
work. Members are beginning to admit they may be 
here until fall. But they prefer that to being stuck here 
the following summer when primaries are due. With 
lame duck sessions abolished, long sessions, always a 
business bugaboo, probably will be the rule from now on. 


Sit-down strike situation will not be touched by the 
administration unless a restive Congress forces some 
action. Disposition is to let labor handle the problem 
itself with understanding leaders will discourage stay-ins, 
thus demonstrating their responsibleness. A F of L de- 
nunciation of sit-down makes it politically impossible for 
Roosevelt to speak without siding with one or the other 
labor faction. Also his sympathies with labor’s ends 
counter-balances his disapproval of its means. 


Property right in job thesis being bandied about by 
prophets of new social order is purely apocryphal. It is 
a wish for the future, with no foundation on legal prece- 
dent, at least as justifying stay-in strikes. But it is hav- 
ing inflammatory effect on workers. 


Walsh-Healey enforcement on a broad scale is assured 


as House opponents gave in and appropriated full budget | 
recommendation for creating elaborate bureau for gov- | 
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ernment contracts supervision. Soon will come amend- 
ments extending law to contracts now exempt. Close 
inspection of contractors, fixing minimum wages in many 
industries, are. scheduled. Opposition both from indus- 
try and government purchasing agents appears to be 
diminishing, and law’s enthusiasts predict it will be mile- 
stone in labor legislation. 


Due process decisions by Supreme Court are historic. 
In both minimum wage and railway labor cases the 
court veered away from literal application of “depriva- 
tion of liberty” prohibition and sanctioned restrictions 
on freedom of contract for purpose of general welfare. 
Effects of this will be felt for years in more social legis- 


lation. Immediate result will be more state minimum 
wage laws for women — and 


Hughes’s opinion suggests the way 
is open for minimum wage and 
maximum hour laws for men, too, 
at least to the extent that these 
may eliminate sweat shops and re- 
lief rolls. 


State Wagner acts to apply 
wherever interstate commerce 
clause prevents federal laws from 
reaching are now in order, as 
Supreme Court unanimously held 
that due process clauses do not 
prevent laws requiring collective 
bargaining, government-sponsored 
plant elections with labor represen- 
tative named by majority of those 
voting, and outlawing company 
unions. The decision (Virginian 
Ry. case) will not affect railroads 
much as most were abiding by the 
rail labor law. 


Pictures, Inc. 


Frazier-Lemke farm mortgage 

moratorium law, upheld by the Supreme Court as re- 
vised and reenacted, should not have generally adverse 
effect on lenders as court indicated the law must be care- 
fully applied and abuses not tolerated. Defaulting 
farmer, court said, is given no more than management of 
a corporation in reorganization. Provision for annual 
rental payments and close supervision by a court ap- 
pointee may ultimately yield lenders more than if they 
foreclosed immediately. 


Unemployment tax validity will be determined by 
Supreme Court this session, but review of old-age an- 
nuity tax probably will not be reached. 


Crop insurance law will be passed, limited to wheat as 
a starter but with a promise to include other staples 
later if it works. Won’t cut into field of private insur- 
ance companies much, but will cut deeply into tax- 
payers. Farmers’ premiums are calculated to cover 
benefit payments, but government will bear administra- 
tive costs to tune of $10,000,000 per year and the set-up 
ls a bureaucrat’s dream, for the Sec. of Agriculture will 
be the whole works, free from all checks and restraints 
surrounding most government bureaus. 
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Representative Lea of California— 
He sponsors bill to regulate Gas Utilities 





Gas utility regulation, originally part of public utility 
holding company bill, appears headed for easy enactment 
this spring. Only opposition at hearings came from 
municipal and consumer interests who oppose authority 
of Fed. Power Com. to prevent construction of new line 
to community already served. Bill (by Lea of Cal.) is 
similar to present federal (electric) power act. 


Price fixing schemes of several industries, many NRA 
vestiges, are attacked in series of complaints issued re- 
cently by Federal Trade Commission. More will follow 
in ensuing months. Basing point pricing is again under 
fire. 


Child labor strategy may put New Dealers on the spot. 
With old amendment obviously 
dead, they could argue that consti- 
tutional amending process is hope- 
less, but Republicans are pushing 
new amendment eliminating ob- 
jections of the old and proposing 
submission to state conventions 
called at once. Idea is administra- 
tion would not dare oppose it and 
results would show whether popu- 
lace would support quick amending 
of constitution for social purposes. 


Pump-priming of industry by pub- 
lic works is definitely ended despite 
complaints of cities and PWA. 
Latter is being rapidly reduced to 
status of work relief, and prospect 
is that shortly all federal relief will 
be of “made work” type. 


Low-rent housing bill is badly 
stymied by dissention among its 
theoretical supporters, cold 
shoulder from Treasury officials 
who ask whence come the funds, and active but sub-rosa 
opposition from a few administration leaders who think 
this the wrong time in the depression cycle for the gov- 
ernment to bid for construction materials and labor. But 


social workers and beneficiaries (municipalities and 
building trades unions) are planning to put heat 
on it. 


Liquor industry faces growing regulation and opposition. 
Alcohol administration is gradually tightening advertis- 
ing and labeling restrictions while Congressional ire rises 


3.39 


at “whisky trust’s” public relations program. 


O'Mahoney bill is not dead. Sidetracked while Senate 
judiciary committee ponders Supreme Court, supporters 
of federal licensing of industry are gathering figures on 
interstate movements of important commodities to 
bolster their argument that Congress has jurisdiction. 
Departments have been called on to help. 


Robinson-Patman act enforcement proceeds methodic- 
ally with no final decisions due for many months though 
F T C keeps issuing new complaints covering many 
aspects of alleged price discrimination. 
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INTERNATIONAL PAPER AND POWER CO. 





Geared for Recovery 


BY WARD GATES 


es year, the International Paper and Power Com- 
pany will begin to experience the first tangible benefits 
from an unusually ambitious expansion program 
launched just eleven years ago. True, earnings of the 
company showed a gain in 1936, when profits of about 
$4,786,000 were realized as compared with losses of 
over $3,300,000 in each of the two preceding years. 
This improvement, however, came primarily from gen- 
eral improvement in the business of its principal con- 
suming industries other than the newspaper business. 
Excess productive capacity in the paper industry, to 
which International Paper’s expansion program during 
the late twenties made a generous contribution, still 
held newsprint prices down to an unprofitable level in 
1936 and still stands in the way of any important 
advance over depression prices prior to 1928 contract 
prices. Accumulated preferred dividends and impaired 
surplus accounts prevented any participation of stock- 
holders in the improved conditions. The value of the 
company’s equity in its vast international power system, 
acquired and expanded in the late Twenties, is still 
problematic. 

On present indications, all of these circumstances 
will be radically altered in the not distant future and 
for all practical purposes, the 1929 ambitions of the 
former management are still to bear fruit. Official 
appraisal of this year’s prospects, as set forth in the 
recently proposed recapitalization plan, is a budget 
estimate of approximately $9,000,000 earnings. To stop 
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here with the bare statement of such figures, however, 
would be a gross understatement. In reality, what the 
company has to look forward to at the present time is 
an expanding paper market with the pressure of excess 
capacity lifted from prices, a rehabilitated corporate 
structure with arrearages from the depression years 
eliminated, utilization of a larger percentage of plant 
capacity, with resultant lowering of units production 
costs and the possibility of recouping some portion of 
the millions invested in power and utility properties, 
equity in which has been retained in full although writ- 
ten off the books during the depression. So shareholders 
at last appear to be coming into a position to benefit 
from the extensive expansion undertaken between 1995 
and 1929—a program that proved ill-timed in the light 
of the subsequent business depression insofar as both 
the paper and the power interests of the company were 
concerned. 


Boom Time Growth 


Influenced undoubtedly by a mill price of $70 a ton 
for newsprint in 1925 and by the abundant natural 
resources of timber and water power then available in 
Eastern Canada, the International Paper Company 
inaugurated an expansion program, which was _ not 
completed until around the end of 1929. By the latter 
year, the capacities of the Three Rivers newsprint mill 
and the Kipawa sulphite pulp mills were doubled, three 
additional newsprint mills erected in Canada and the 
activities of the company further expanded and divers: 
fied by the erection or construction of five kraft paper 
mills in southern states. Possessed of valuable water 
power sites and requiring a large supply of electric 
power for the operation of its modern paper mill equip- 
ment, the company also launched an extensive power 
development program during the same period. Ther, 
primarily for the purpose of obtaining outlets for surplus 
power, the predecessor company acquired a large minor 
ity interest in the New England Power Association— 
the nucleous of what is now one of the most important 
super-power systems in the Northeast. 

Before the expansion program was completed, how- 
ever, the management was faced with new develop- 


ments that apparently had not been counted on. ID 


the first place, the newsprint market had already begu! 


to reflect the pressure of the excessive capacity brought | 
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Courtesy International Paper Co. 


These huge barking drums remove bark and foreign substances from logs before they are ground to pulp 


into being by International and other Canadian paper 
interests. By the end of 1928, newsprint was being con- 
tracted for at $66 a ton delivered in New York or less 
than $60 a ton f.o.b. Furthermore, International Paper 
was losing its previous share of the market as the result 
of special financial and ownership arrangements between 
large consumers and other paper mills. When the com- 
pany attempted to compete on a similar basis, it ran 
afoul of unpleasant publicity and political agitation on 
the popular theme or “power interests dominating the 
press” and quickly turned from this tack. These rapidly 
moving events, combined with inherent factors in the 
technology and economy of the paper making business 
turned the company to power development in a more 
important way. 


Power Interests Expanded 


Because of the extensive investment in machinery, 
timber lands, power and working capital involved in 
the production of paper, the manufacture of paper re- 
quires about $5 of capital for each $1 of turnover. Inter- 
est and overhead on the $5 capital investment continues, 
of course, whether or not the $1 of product is sold. 
Faced with market limitations on the sale of its en- 
larged paper production, International began to turn its 
less efficient paper plants into hydro-electric plants—a 
purpose for which they were ideally suited by virtue 
of natural location. Output of the hydro-electric plants 
likewise had to be disposed of, however, for an ade- 
quate return on the investment. 

Motivated by these circumstances, International 
Paper acquired actual ownership or options on New 
England Power Association common stock equal to 
approximately 82 per cent control by the early part of 
1929. A legal difficulty stood in the way of actually 
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taking over such control, however, due to a provision 
in the Massachusetts laws prohibiting a foreign com- 
pany from controlling a Massachusetts public utility. 
At the same time, it was considered expedient to segre- 
gate the paper and power interests of the Internationa] 
Paper Company. The present International Paper and 
Power Company was formed under a Massachusetts 
Declaration of Trust to serve as a medium for these 
corporate changes. It exchanged its own preferred and 
common stocks for the preferred and common stocks of 
International Paper Company, the common share ex- 
change being one share each of Class A, Class B and 
Class C common for one share of International Paper 
Common. Most of the power and public utility interests 
of International Paper were turned over to Interna- 
tional Hydro-Electric System (also a Massachusetts 
Trust) including the 82 per cent common stock interest 
in New England Power Association and the entire 
preferred and common stock of Canada Hydro-Electric 
Corp., Ltd. Holders of International Paper and Power 
common stocks (present issues) participated directly in 
International Hydro-Electric’s formation through a sub- 
scription privilege to the latter’s Class A shares at $43 
a share and indirectly through the fact that Interna- 
tional Paper and Power retained all of the International 
Hydro-Electric Class B and common stock. 


Present and Prospective Earnings 


Barring only a major business depression in_ the 
United States and Canada, the prospects of the “new” 
paper and power combine appeared to be unusually 
favorable in 1929. The largest paper producer in the 
world, it was also the lowest cost producer in its own 
marketing sphere, capable of showing large earnings if 
its plant capacity could be utilized in full and holding 
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one of the strongest competitive positions in the paper 
trade in any event. Its power and utility interests, 
comprising the largest hydro-electric development in the 
world under single control, was rapidly being whipped 
into shape as one of the major super-power systems of 
the Northeast. At the end of 1929 approximately 62 
per cent of the consolidated assets of the parent com- 
pany were represented by International Hydro-Electric 
System and its subsidiaries, which also contributed 
practically two-thirds of the consolidated net earnings 
available for interest and reserves. In addition to the 
outlook for increased earnings from power plants not 
yet completed and from contracts for the disposal of 
power actually in hand or being negotiated, the man- 
agement believed that it could count upon the segre- 
gated power properties as a medium for new financing 
during such periods when conditions in the paper busi- 
ness might not be propituous for raising necessary 
capital. 


Depression Hits Both Paper and Power 


Most of these hopes were blasted by the depression. 
With the falling consumption of newsprint and other 
papers, mill capacity could not be utilized—neither 
could prices be stabilized at levels bearing any reason- 
able relationship with production costs. In common 
with other large power systems, International Hydro- 
Electric subsidiaries faced lower power consumption 
during the general business depression and an increas- 
ing burden of taxation, rate reductions, poor water con- 
ditions and increased operating costs during the earlier 
phases of the business recovery. The equity of Inter- 
national Paper and Power in the consolidated earnings 


aaa 
International Paper and Power Company 
AND PRINCIPAL SUBSIDIARIES 
International Paper and Power Company 
The parent company for the entire group 
international Paper Company International Hydro-Electric 
System 
International Power and 
Canadian International Paper Company of New- Canadian Hydro-Electric New England Power 
Paper Company Scandiand: 148. Corporation, Ltd. Association 
Southern Kraft Corporation 
New Brunswick Inter- International Hydro-Electric System Properties 
national Paper Company Corporation Incorporated 
Continental Paper and 
Bag Corporation 
a A 


of its subsidiary International Hydro-Electric attained 
its peak of approximately $1,800,000 in 1930. There- 
after, the parent company portion of the electric pro- 
perty earnings narrowed steadily in each year until the 
vanishing point was reached in 1934. In 1932, dividends 
were omitted on International Hydro-Electric Class A 
shares and accumulations ($2 per share annually) with 
a prior claim to earnings distributions were piling up 
at the rate of approximately $1,680,000 a year. On top 
of this, a long term contract for the sale of a large 
part of the power output of the important Gatineau 
hydro-electric plants to the Ontario Power Commission 
was repudiated in April, 1935, by a special act of the 
Ontario Legislature, an act which threatened to cut off 
the earnings of the Canadian power system. In the 
meantime, International Paper & Power Company de- 
cided to write off its equity in International Hydro- 
Electric and eliminate the accounts of this subsidiary 
from the consolidated income statements and balance 
sheets. The December 31, 1934, statements first reflected 
this policy. This decision may have been partly influ- 
enced by a desire to eliminate some $300,000,000 sub- 
sidiary funded debt and preferred stock capitalization 
from the parent company financial statements. Some 
weight may have also been given to the political 
rumblings in Ontario which culminated shortly there- 
after in the repudiation of the Gatineau Power Com- 
pany contract and equally disheartening political an- 
tagonism toward utilities in Washington. In any event, 
the fortunes of the power and utility subsidiaries con- 
tinued on an adverse plane until about the third quarter 
of 1936. Within the past six months a decidedly more 
favorable turn in the affairs of the International Hydro- 
Electric subsidiaries restores some prospect that the 
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high hopes of International Paper regarding its power 
interests in 1929 may yet be realized, and in not too 
many years. 

Of more immediate interest, of course, is the sub- 
stantial improvement already experienced in the paper 
business and the exceedingly favorable prospects for 
further improvement to come. The 1936 report of 
International Paper and Power, recently released, showed 
net profits of $4,786,241 after all charges ahead of the 
preferred and common stocks or approximately $1,200,- 
000 more than the 1929 earnings, after eliminating the 
company’s equity in earnings of the power properties. 
Furthermore, last year’s profits were attained with news- 
print delivered in New York at $41 a ton as compared 
with $62 a ton in 1929. The favorable earnings for 1936 
partly reflects reductions in production costs which 
have been made here and there throughout the depres- 
sion and partly the fact that production of other grades 
of paper and paper products, which have had a better 
price structure than newsprint, has been substantially 
increased since 1929. Total production in 1936, includ- 
ing wood pulp for sale aggregated 1,937,116 tons, as 
compared with production of 1,415,843 in 1929. Most 
of the increased production was represented by Southern 
kraft paper and paper board, groundwood specialty 
papers showing the next best increase. Newsprint, how- 
ever, was increased only about 15,000 tons over 1929. 

Assuming that newsprint production in 1937 should 
remain at approximately the same volume as last year, 
the increase in the contract price for 1937 to $42.50 a 
ton would mean about $1,000,000 increase in earnings 
from this source alone. The company’s own budgetary 
estimate of 1937 earnings is about $9,000,000 or an 
over-all gain of $4,214,000 from actual earnings in 1936, 
Since the 1938 contract price for newsprint has already 
been announced at $50 a ton and demand conditions are 
favorable for stabilization of the price at least at this 
level for some time to come, it is evident that there are 
fairly good prospects of a further increase of between 





Courtesy of International Paper & Power Co. 


The Farmers and Chelsea hydro-electric plants one of |. P. & P.'s many subsidiaries 
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$4,000,000 and $5,000,000 in 1938 earnings from the 
newsprint division alone. 

Under such auspicious circumstances, the management 
has been encouraged to propose a recapitalization plan 
that has for its principal purposes the elimination of 
about $36,500,000 accumulated dividends on the present 
preferred stocks and the simplification of the capital 
structure. The plan calls for a new 5 per cent convertible 
cumulative preferred stock to replace the present 7 
per cent preferred and 6 per cent preferred on a share 
for share basis, plus one share of common for the 7 
per cent preferred and 34 of a share of common for the 
6 per cent preferred. One share of 
Class A common would receive 
8/20th share of new common and 
a purchase warrant for 12/20th 
share of new common, exercisable 
at $25 a share. Class B shares would 
receive 6/20th share of new com- 
mon and a similar warrant for pur- 
chase of 9/20th of a share. Class C 
shares would receive 3/20th share of 
new common and warrant for 9/40th 
of a share at $25 a share. These ex- 
change privileges would require the 
issuance of about 918,000 shares of 
the new 5 per cent preferred stock, 
carrying an annual cumulative div- 
idend charge of $4,590,000 as com- 
pared with present dividend require- 
ment of about $6,515,000. The ex- 
change would call also for issuance 
of about 1,800,000 shares of new 
common, about half of which would 
go to the preferred stock holders and 
half to present holders of the Class 
A, B and (Please turn to page 853) 





Increasing Taxes 


What They Mean to Investors, Consumers and Labor 


BY JOHN D. 


A; our more successful politicians so often ask, what 
is it that is rich, obtained its wealth through monopoly, 
exploits labor and generally misbehaves itself? Why, 
the corporation, of course—more frequently, the big 
corporation. And what is that should be harrassed at 
all times and soaked whenever the opportunity presents? 
Again it is the corporation. 

Because a corporation is a legal entity, separate in the 
eyes of the law from individuals and other corporations 
and because politicians decry them as if they were bane- 
ful personalities, there has 


C. WELDON 


subscriber paying $3 a month for the service pays almost 
one bill in four not to the company, but to the various 
governing bodies that have the power to tax. Or, look- 
ing at it from the point of view of the stockholder, it 
means that the present $9 dividend could, but for taxes, 
be $15. As for what it means in wages, there are people 
living—somewhat poorly it is true, but nevertheless liv- 
ing—on merely the rise in wages that might be given 

telephone employees but for the tax cellector. 
Among today’s popular sports in certain circles is the 
baiting of the privately 





grown up in the popular 
mind the belief that the 
corporation is not only 
separate legally from those 
who own it, manage it, 


work for it and from those Company 

whom it serves but that it PRIMM sci owe oo honeeseuecedses's 
8 54 American Telephone & Telegraph.......... 
is also something set apart NN sina sansencesssexns eens 
economically. Impose &  Cisysler..............ccccccceeeeceeee: 


tax on a corporation and 
it is the popular miscon- 
ception that tribute is be- 
ing levied on a being of 
another world. Let us, 
however, before going fur- 
ther make one point quite 
clear: in the final analysis 
corporations pay no taxes, 
nor is there any conceiv- 


bill. 


* Not including gasoline taxes. 


What Earnings Might Have Been 
but for Taxes 


Consolidated Edison of N. Y.............. 
Consolidated Gas of Baltimore............ 
RS ccs okcue seoaseneseseehans 
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* Not including state sales tax which brings taxes “ to 15.7% of customer's 
t Excluding sale 


owned electric public utili- 
ties. Without taking a po- 
sition here on whether or 
not an attitude of political 


MEimed’ 1926 Taxes hostility is justified, it is 
per Share perShare = only fair to point out that 
Roane $5.80 $2.59 
pac ie pid pe the rates charged the con- 
ee nies ane sumer would be materially 
Ae de preene ase lower but for the taxes 
peer Te 2.33 3.93 these companies pay. Take 
ss Raecnateene 4.52 3.66 the Consolidated Edison 
Ce Ae 8.39 5.50° Co. of New York, for ex- 
Perreererere 2.71 0.80 ample. Last year the local 
teeta e neces 6.27 2.501 taxes paid by this com- 
ipirpaae eras =“ need pany included real estate, 
hiaieaiiecees 3.31 8.05 . . 
special franchise, gross re- 
eli uetiecied 2.91 6.10 


ceipts, New York City ex- 
cise and miscellaneous lev- 
ies: the state imposed 


s and mtge. loan taxes. 





able manner in which taxes 

can be wrung from something which is nothing more 
than a figment of the imagination. Individuals pay 
taxes—all the taxes that anyone ever levied anywhere. 
To tax a corporation is to tax individuals indirectly. 
Thus, it is interesting to look a little further into this 
indirect taxation and attempt to attain a realization of 
what it means. 

Corporate reports for last year had a good deal to 
say on the subject of taxes. Take the largest of all our 
corporations, The American Telephone & Telegraph Co. 
The remarks were succinct and show exactly where the 
burden of indirect taxation falls in this case. Last year 
the levies on the Bell System totalled $116,800,000, or 
$22,300,000 more than in 1935. These taxes were equal 
to $8.36 per telephone in service, $5.98 a share of com- 
mon stock outstanding, and $470 per employee. Just 
think of what this means: it means virtually that the 





taxes on gross earnings, 

excess dividends, capital stock and for unemployment 
insurance: the Federal Government levied income, un- 
employment insurance, capital stock, three per cent 
electric energy and miscellaneous taxes. In all, these 
taxes amounted to more than $45,000,000, or the equiv- 
alent of nearly twenty cents out of each dollar of gross 
revenue received. Those of you who are householders 
in the New York district might note that when you 
hand over your monthly five-dollar bill to Consolidated 
Edison you are only paying four dollars to the company. 
Consolidated Edison’s forty-five million-dollar tax bill 
compares with less than twenty-eight million dollars 
declared in dividends—not only common dividends, but 
preferred dividends as well. The owners of the common 
stock received $1.75 a share last year, while taxes were 
equivalent to $3.93 a share. The taxes were equal to 
about fifty-six per cent of the system’s total payroll, or 
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$1,049 per employee on the average number employed— 
say forty dollars a week to an employee and more than 
twenty dollars more to government! 

Why wouldn’t such an employee be on firm ground 
if he took the position that his real salary was sixty- 
dollars-plus a week, but that the tax collector takes 
enough of it to bring the amount he actually receives 
down to forty dollars? The idea is capable of interesting 
development. One can imagine the howls of anguish 
that would arise if the men with three twenty-dollar 
bills in their pay envelopes had themselves to take one 
of them out and slip it through a special window marked 
“Collector.” The final result of any such thing, of 
course, would be greater efficiency and drastic economy 
in government. At this point advocates of the present 
system will contend that the tax receipts are spent well 
and sensibly and, as the money would have to be raised 
anyhow, why not raise it by the indirect “painless” 
method, rather than by direct levies on labor with its 
attendant ill-feeling. The specious reasoning of the poli- 
tician, however, will hardly stand up before the evidence 
of waste and inefficiency that anyone can see for himself. 

The remarks of the United States Rubber Co. in its 
last annual report on the matter of taxes were directed 
at the company’s stockholders. Undoubtedly, they had 
the desired effect, for it was said that “The cost of taxes 
for the year was $12,063,000 and is equivalent to an $8 
dividend on the preferred stock and $4.57 on the com- 
mon stock.” On hearing this, “slight annoyance” would 
conceivably be too mild a term to apply to the holder 
of the preferred stock of United States Rubber who has 
been waiting almost ten years for a dividend. 


Another point, frequently overlooked, also was 
brought up by United States Rubber. The company 
pointed out that its tax bill was exclusive of the invis- 
ible taxes included in the cost of materials and wages. 
Expanded, this means that part of the money paid for 
cotton, rubber, chemicals, for freight and warehousing, 
and in payrolls is nothing more than the reimbursement 
of the taxes these producers, handlers and workmen 
have themselves to pay and that no attempt has been 
made to compute the sum to which it all amounts. If it 
were possible to obtain it, the answer would be inter- 
esting and probably startlingly large. 

The Chrysler Corp., whose earnings last year were 
equivalent to $14.25 a share of common stock, is gen- 
erally supposed to have done very well. But how much 
better the showing would have been had the company’s 
taxes not aggregated the huge sum of $36,500,000. This 
is roughly equivalent to $36 on each car produced, or 
between eight and nine dollars a share on the outstand- 
ing common, or enough to give each of the company’s 
sixty thousand employees fifty dollars a month more. 

And so it goes: the Steel Corp.’s tax bill last year was 
just short of $53,000,000. This is equal to five dollars 
a ton on every ton of rolled and finished steel products 
that was shipped: it compares with a total payroll of 
$339,000,000; and, had it been diverted to common 
stockholders, it would have meant roughly $6 a share. 
The American Can Co. pointed out that its tax bill for 
1936 was equivalent to $2.59 a share of common stock 
outstanding and that new and increased taxes in sight 
for this year will raise the bill to the equivalent of $2.81 
a share. If one assumes that (Please turn to page 856) 
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Decentralization, Development of Markets, 


Labor Supply and Transportation Saving 


Dictate Many Moves and Expansions Which 
Are Making Over the Map of America 


Great Shifts of Industry in Progress 


BY PRESTON FIELD 
Part I 


L. has been the history writing fashion of the last thirty 
or forty years to explain the fundamentals of the current 
American scene by attributing everything to the exhaus- 
tion of the supply of free land about 1890. It had been 
very convenient to assign abundant room in the west as 
the chief motivating cause of profound movements in the 
economic life of the nation. Also it was equally the 
obvious course to attribute later lack of change and 
motion to the fact that it was as simple to spread a 
political or economic force thinly in an empty country 
as to concentrate it if need be. 

Somewhere around the turn of the century America 
ceased to be America in the old way, because it had 
ceased to grow in the sense of the endless westward 
movement of population into areas hitherto occupied 
thinly, if at all. 

Today the movement is not westward alone but in 
many directions—to the south—to the middle west—to 
the Pacific and to the east. It is toward the great manu- 
facturing centers as well as toward the less developed 
regions. It is in the direction of natural resources. It 
is in quest of new markets. Moreover with the passing 
of the frontier so passed the pioneer, at least as an indi- 
vidual. The pioneering today is by industries, by aggres- 
sive corporate enterprise anxious to get closer to sources 
of raw materials, to exploit new markets, to lower costs 
by saving on transportation, to reach cheaper and tract- 
able labor. 


Migration and Transmigration 


While there seems to be relatively little to light the 
imagination of the seeker for adventure in its current 
annals, the northeast continues to hold most of its old 
rule of the nation. It lags, relatively perhaps, but it 
even gains absolutely. The backwash from the dammed 
and reverted economic currents of other years are bring- 
ing local booms to century old towns and cities. 

But in the whirl of jostling and conflicting forces that 
animate and motivate the present industrial unrest, it is 
by no means certain that even the cotton textile industry 
is forever lost to New England, any more than is the 
shoe industry. Even while the spindles and looms are 
still going south, huge automobile tire plants (Good- 
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year in Vermont), which use cotton fabric in their 
casings, are rising in the old strongholds of Anglo- 
American civilization. We must keep in mind the fact 
that what we have been calling migration is really trans- 
migration. American industries now move about as 
nimbly and capriciously as children skipping from game 
to game. 

The states east of the Mississippi, north of the Ohio, 





HIGHLIGHTS OF INDUSTRY'S MIGRATION 


1—Nearly all industries and companies 
tend toward decentralization. 


2—Paper manufacture from New England 
to southern states. 


3—Continued southward migration of 


textiles. 


4—-Steady expansion of automobile indus- 
try into new territories. 


5—Passing of prohibition gives rise to 
numerous distilleries and breweries. 


6—Shoe migration from New England to 
midwest shows signs of reversal. 


7—Chemical industry locates close to raw 
material supplies in southern states. 


8—Cellulose development vies with cotton 
in the south and attracts rayon and 
other industries. 


9—Steel and cement mills locate in large 
marketing areas in many states to save 
transportation costs. 


10—Meat packing locates nearer consum- 
ing markets. 
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hum with population, expansion, and 
achievement. It is they which eagerly 
watch and boast of the census. Such 
states as Illinois, Michigan, Pennsyl- 
yania, and New York, and the industrial 
vibrant southern states boast of big 
things in commerce and a notable expan- 
sion of industry. 

Their’s is the atmosphere that was 
characteristic of the west in the nineties 
of the last century and the first decade 
of this century. Business with them is 
ample excuse for living and hustling. It 
is worthwhile in itself. The romance of 
the novel is what counts most for the 
economic imagination. One can find 
much of that in some of the new agricul- 
tural developments in the middle west, 
such is the rise and boom of the soy 
bean; agriculture and industry both 
flourishing now under the influence of 
the magic plant, which bids fair to 
change whole empires in the agricultural 
west, bringing new life and new pros- 
pects even to hundred year old centers 
in Illinois and other parts of the Missis- 
sippi Valley. 

It is these new outlets for ambition 
and energy that are piloting new migra- 
tion of factories, distributing centers and 
people. South they go, down the Missis- 
sippi Valley from Chicago to New Or- 
leans along the Illinois Central and other 
railways and by huge “trains” of barges 
which are reviving water routes of the 
Mississippi and its tributaries, which 
once again begin to carry freight loads 
that compare with the great days of the 
20’s and 30’s, when “Old Man River” 
was supreme. The return of alcoholic 
beverages has brought many old new industries to the 
Mississippi Valley. 

The rebirth of lumber, the building and manufactur- 
ing material, has brought surges of new life through all 
the hardwood regions, as well as the softwood regions of 
the central valley. The age-old discovery has been re- 
made that the wooded areas of the central regions will 
reproduce cellulose material forever, and that as the 
great lumber and wood products plants of former times 
pass with large virgin forests, manifold successors of 
smaller capital rise and will last forever. The day of cel- 
lulose is coming throughout the wooded south. A whole 
train of industries associated with or dependent upon 
cellulose such as paper and rayon is riding forward in 
almost every state in the south giving people and com- 
munities inspiring outlooks and new energies; lifting 
them out of the ruts of the deadly smallness of life, which 
are so apt to mark communities that are not tied up to 
great economic forces by the industries of their daily 
lives. 

The blood of the Civil War was hardly dry before the 
cotton textile industry began to move south. The 
soldiers in blue were scarcely out of the land of gray be- 
fore workmen in denim were pouring into prosaic 
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Courtesy of Bethlehem Steel Co. 
Roughing Mills in action in the new Continuous Strip Sheet Mill, 


Bethlehem's Lackawanna Plant, N. Y. 


“plants.” Before this new invasion of the south by the 
north had started New England owned ninety per cent 
of the bobbing spindles of the country. At the end of 
the first quarter of the twentieth century the south was 
on top and New England could boast only twenty-five 
per cent of the running spindles. The shoe industry was 
fifty per cent Yankee well into this century, but in the 
present decade it has tramped with thousand league 
boots into Illinois and Misscuri, while New York and 
Pennsylvania have pressed far into industrial zones that 
formerly were preserved for the New Englanders. These 
changes of the first third of the century were the first of 
the industrial shifts in the United States that while they 
might point westward were not actuated by the compass. 

The textile industry went south because that region 
had the cotton, the labor, the climate and was hungry 
for industrialization. Shoes went west to profit by 
the center of population, a severity of climate that 
encouraged the use of shoes, and a placid labor sup- 
ply—a larger native population that set more store 
on stolid industry than on industrial truculence. 

No one factor dominated any of these earlier industrial 
migrations. They might be advantaged in one place and 
disadvantaged in another by reason of freight rates, 
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EXPANSION IN THE SOUTH <« 


used in the manufacture of pa- 
per. The Tubize Chatillon Com- 
pany has made glad the heart 
of Rome, Georgia, with a $2. 
500,000 rayon mill. 

The discoveries of Dr. Herty 
and others in the last four years 
have made possible the utiliza. 
tion of fast growing southern 
pine for news print paper. Ex. 
cept for exhibition purposes, 
there has never yet been a pound 
of news print made from south- 
ern pine; all the papers of the 
United States are printed from 
paper made chiefly in the north- 

states and Canada—some 
But it is freely 
predicted that within another 
decade slash pine news print will 
join its fellow Kraft in conquer- 
ing the last stronghold of north- 
ern spruce. It is not only that 
a new sort of pulp wood has 
come to the paper mills, but that 
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it has great economic superiority 





transportation, raw materials, taxes, population charac- 
teristics, social turbulence or placidity, educational facili- 
ties, docility of labor, fuel and power costs and so on. 

During the first third of the century, in which the 
migration of economic impact waxed great, the center 
of gravity of the lumber and forests products was moved 
by natural considerations—exhaustion of regional forests 
—from the midlands and the north to the south and 
southeast, and jumped from the north Mississippi valley 
to Washington and Oregon—not forgetting California. 

The most stirring industrial migration of the present 
hour is that of the paper industry. Even while we wait 
the paper makers have learned how to make Kraft from 
the southern pines, notably slash pine. Already import 
pulp is on the run. 

Savannah, Georgia, crows about the $4,000,000 paper 
mill of the Union Bag and Paper Company already run- 
ning in production, and another unit on the way, and a 
third to be initiated and completed this year—making 
Union Bags’ investment in the Savannah, Georgia, area 
$11,000,000, equalling six hundred tons of paper and bags 
a day. The Southern Kraft Corporation, wholly owned 
by the International Paper Company is putting up at 
Georgestown, South Carolina, old time rice and lumber 
town, an eight-million dollar pulp board and paper mill— 
designed capacity 650 tons a day, and the largest Kraft 
mill in the world. Down in Fernandina, Florida, the Con- 
tainer Corporation of America is digging and hammer- 
ing away on a 350-ton pulp and paper board mill, cost 
$7,000,000. At Franklin, Virginia, where the lumber 
mills have given up trying to exhaust the forests, comes 
the Chesapeake-Camp Corporation to put $3,500,000 
into a 200-ton daily capacity pulp board mill. These 
investments will give rise to 2,000 tons of cellulose prod- 
ucts a day. In addition to the millions spent on the 
plants many millions more will be poured out in daily 
purchases of the wood, chemicals, and other materials 
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to the slow-growing spruce of 
the north—fifteen years for slash, seventy years for white 
spruce, and the unprompted reproduction of the former 
is botanical perpetual motion. 


From the Men on Firing Line 


The agricultural and industrial settlement agents of 
these days are quite a different breed from the old time 
boomers, who claimed everything in sight and rarely de- 
livered anything. For example, E. B. O’Kelley, Agri- 
cultural and Industrial Agent of the Atlantic Coast Line 
for Alabama, Florida and Georgia, in the same letter in 
which he specifically notes the establishment of 174 and 
the enlargement of 154 industries in his territory in the 
past three years, merely considers this normal and ex- 
pected growth. 

Karl P. Lipsohn of the Bureau of Commercial and In- 
dustrial Affairs of the Boston Chamber of Commerce, on 
the stationery of which appears the historic name of 
Charles Francis Adams as a Vice-president, and that of 
Elliot Wadsworth as President, observes New England 
restraint and says little of profound motives and deep 
currents in the reviving industrial life of old Boston, but 
does furnish a searchlight for a moment when he writes, 
“Tt has been our experience that all but a very few new 
industries are started with local capital by local man- 
agement and the ‘migration’ part is branches rather 
than ‘wholesale migration.’” Mr. Lipsohn further illumi- 
nates the cod fish zone by explaining, “Not only are our 
units small but our industries are diversified as well. The 
(depression readjustment) turnover in several of our 
leading industries, for example the manufacture of cloth- 
ing, printing and publishing, baking, shoe manufactur- 
ing, etc., is at a rather high rate, and changes in manage- 
ment, name and location are frequent.” 

Down in polite and soft-voiced Virginia, the State 
Commissioner of Labor and Industry tells us that Vir- 
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ginia increased the number of its manufacturing plants 
by 147 in three years, with some months to go. He 
chants a song of forests and tells you with no disrespect 
to other states that in the depression years Virginia led 
the nation in the value of its products of tobacco, was 
second in rayon and its products, third in paper pulp, 
fourth in cotton goods, fifth in chemicals, and so on. But 
speaking of tobacco, North Carolina will let no one for- 
get that it is closely related to magnitude in tobacco 
and many other southern products and is “leading the 
nation in a manufacturing comeback.” 

Richmond—boasts that it has not “lost” any indus- 
tries in the past few years, which causes one to reflect 
that an industry captured is apt to be only the other 
side of an industry lost. How about that, you map mak- 
ers? Any way, Richmond is satisfied with a gain of 
thirty-four manufacturing plants in three years with a 
payroll up 32.6 per cent; notable achievements, Du Pont 
Rayon, Cellophane products, and American Tobacco 
Company; no industries lost. Baltimore preens itself on 
the Sparrows Point plant of the Bethlehem Steel Com- 
pany, which expands to the tune of $25,000,000 to $30,- 
000,000. A whole string of expansions is noted in Balti- 
more, such as Crown Cork and Seal Company, The 
Frankfort Distilleries, the Owens-Illinois Glass Company, 
Continental Oil Company, Rustless Wire and Steel 
Company; notable expansions of wood using industries. 

Speaking of Bethlehem Steel’s expansion at Sparrows 
Point brings to mind another expansion and rebuilding 
project of the same company in its Lackawanna plant 
at Buffalo—a twenty-one million dollar job. But Buf- 
falo is not surprised for it offers low Niagara electric 
power rates; transportation facilities offered by eleven 
trunk line railways; steamship service on the Great 
Lakes and the Erie Barge Canal; satisfactory labor con- 
ditions both as to quality and supply. 

These are considerations which are behind many of 
the expansions and migrations now in progress. As 
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Mark Fenton, General Industrial Agent of the Illinois 
Central puts it, decentralization of industry is going on 
“marked largely by a shift from the congested east to the 
Mississippi Valley, where raw materials, labor, markets, 
power, industrial sites, water, climate, and living condi- 
tions, combine most advantageously.” Anyway one hun- 
dred and twelve enterprises were located on the Illinois 
Central in 1933 in seventy-two cities and towns; total 
capital investment $7,905,000; number of employees 
3,773; forty-five different types of enterprise. 


Effects of Prohibition Repeal 


Repeal of the eighteenth amendment started things 
going in 1933 in Illinois Central territory—distilling, 
brewing, glassware, wood working, cartons, boxes, paper 
products, ete. And the trend has continued ever since. 
2ven the cow is moving south in greater numbers—wit- 
ness the cheese plants in Mississippi. 

E. J. Hoddy, General Development Agent of the Louis- 
ville and Nashville Railroad Company comes the nearest 
to getting heatedly enthusiastic with a reference to the 
establishment of a phosphoric acid plant at St. Louis by 
the Monsanto Chemical Company. He also thinks the 
plant of the National Carbon Company of Cleveland, 
Ohio, just north of Columbia, Tennessee is not anything 
to be suppressed. Firestone’s invasion of Memphis is 
considered all to the good. Of course, he can’t overlook 
United States Steel’s Tennessee Coal, Iron expansion at 
Birmingham, nor Standard Brake Shoe and Foundry 
Company at Memphis, Standard Brands at Montgomery, 
Holeproof Hosiery Company of Milwaukee at Marietta, 
Virginia, and so on. 

Grand Rapids points to the Stamping Division of the 
General Motors Corporation (October, 1936, a $7,000,000 
affair) as evidence of decentralization. Here and there 
one senses satisfaction that decentralization was so well 
established before strikes (Please turn to page 848) 


- » Sone “4 
* wi . Se Kens 
ao a bth” = 


« 


Architect's picture of the new Chevrolet Plant at Baltimore, Md. 
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French-English Situation 


Hastens World Currency Crisis 


BY GEORGE W. BERKALEW 


for defence but not one cent for construc- 
tive collaboration. Is this to be the slogan for the House 
of Morgenthau? Millions for defence have already been 
appropriated; constructive collaboration has already 
been attempted in the Tripartite Agreement, but the 
extension of credit to debt defaulting nations is a horse 
of another color—-the dark horse of present adminis- 
trative policy. Congress as the representative body of 
public opinion is categorically opposed to a renewal of 
the careless lending of the ’20s, but the problems con- 
fronting the Treasury today are not as simple as the 
implications of Senator Nye’s campaign would have us 
believe. With Great Britain the depository—along with 
the United States—of the bulk of the world’s floating 
money, the first signs of the collapse of capitalism will 
equally involve the financial hegemony of each. There- 
fore, while domestic considerations naturally must come 
first, the totally negative stand taken by our delegates 
to the London Conference of 1931 cannot be repeated if 
our purely national interests are to be protected. 

The recent visit of Mr. Runciman followed by the 
propitious arrival of Ambassadors Bullit and Bonnet 
elicited considerable comment but failed to establish 
definite commitments on the resumption of foreign lend- 
ing. The salient point emerging from 


sult of the flight of French capital. The franc momen- 
tarily was saved. In exchange we received either gold 
or sterling held for French account, and on a basis of 
$35 an ounce for gold. Stabilization fund transactions 
to date have proved profitable. 

Certain criticism, however, has been directed toward 
the administration of the fund on the grounds that con- 
tinued influx of gold provides a credit base for inflation. 
There is some reason for this assumption, but the effects 
of gold imports on credit can be controlled. For ex- 
ample, in December, the British stabilization fund had 
accumulated 65,000,000 pounds in French gold. It 
needed sterling and sold this gold to the Bank of Eng- 
land. Subsequently, in order to avoid the recognized 
danger of credit inflation, the Bank immediately reduced 
fiduciary currency by 60,000,000 pounds. 

Our absorption of the shock of the French credit 
strain was made possible by the strengthening position 
of the dollar. Had the situation been reversed, the 
Treasury could have bolstered up the dollar by giving 
up gold as in the case of France with no real danger to 
the credit structure as long as the remnant $1,800.- 
000,000 profit from devaluation remained intact. 

The logical consequence of our present holdings of 








this whole series of assertions, denials 
and counter-denials, now authoritatively 
revealed, is that Morgenthau _persist- i 


TREND OF BRITISH AND FRENCH BONDS 





ently refuses to hurt French credit. He 
declined to deny to the American press 
that the United States might partici- 9 
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pate in the French defense loan, but he 
also declined to assert that we would. 
One fact remains unassailable, that the 
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gold should produce a decline in the value of the pound 
sterling and the franc, financial observers arbitrarily 
forecast a fall in the pound to $4.60 and a second re- 
valuation of the franc to the maximum le gal limit of 
34 per cent of the old parity. It would unquestionably 
prove beneficial to the internal economy of not only 
England and France, but the United States as well, if 
the pound and france were allowed to seek their normal 
level in relation to the 

dollar. But to do so | 
with the pressure which P 
would be brought to 
bear on the Adminis- 
tration by exporting 
groups in this country 
would mean political sui- 
cide. Hence, Mr. Mor- 
genthau finds himself 
in a currency jam. On 
the one hand, he must 
endeavor to protect our 
export trade by an at- 
tempt to maintain the 
dollar at its present 
overvalued rate. On the other, he is 
obligated to defend the economic and 
financial stability of England and 
France and to preserve the freedom of 
their currencies according to the Tri 
partite Agreement. Bound by legisla 
tion restricting Government lending 
and with the second devaluation of the 
French frane in prospect, the Treasury 
is placed in a delicate position. 

The whole question, however, may be 
resolved into a single clear-cut issue— 
whether or not enlightened public opin- 
ion will recognize the fact that in the 
long run the cost of credit may not perhaps be too great 
a price to pay for peace. 

Financial maneuvers so far have failed to create order 
out of the economic disorders inherited from the last 
war. Devaluations sustained by a revolving fund to 
perpetuate a de facto stabilization leads only to renewed 
devaluation. During this last cycle of gold manipula- 
tion, world production has increased, potential credit 
has existed in adequate amounts, yet an equitable ex- 
change of goods, both foreign and domestic, has utterly 
broken down during the post-war period. The real 
objective has not been attained. 

The fault seems to lie not in our money but in our- 
selves. This has always been so. In the Middle Ages 
when the debasement of coinage, rather than the de- 
valuation of currency, was the popular financial remedy, 
France altered its monetary standard 38 times in three 
years. It took the ecclesiastic deductions of the Bishop 
of Lisieux to discover that there was some correlation 
between the disorders of money and the disorders of 
the people. Although manifestations immediately pre- 
ceding any change in the monetary standard of a coun- 
try may take on various forms, the primary cause of 
alterations i in the value of a currency throughout history 
has been the same. Essentially it is due to accumu- 
lative extravagance. Abandonment of the gold standard 
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in 1931 by England was precipitated by a fear of a run 
on the banks to convert excessive short term deposits 
into gold. In an effort to preserve the gold reserve, the 
Bank of England permitted the pound to drift to its 
natural level and treasury policy since that time has 
never contemplated attaching sterling to its old gold 
base. 

Devaluation in France, Belgium and Switzerland was 
necessitated by the depletion in the export value of 
The high price of these countries’ 
industrial activity, created price 
deflation as demand declined. ‘Government securities 
weakened and, as fear spread, capital sought security 
abroad. The dearth of capital, plus an overvalued price 
of money in terms of gold, forced up living costs, due 
to a lag in the decline between wholesale and retail 
prices. Thus the recent sit-down strikes on the Conti- 
nent are a symptom and not a cause of devaluation. 
Nor would a second devaluation of the franc alone re- 
move the causes of labor unrest. The quarrel between 
workers and other classes of the population in France, 
as elsewhere, can be alleviated not by 
artificial reduction in excessively high 
internal debts through currency manipu- 
lation, but rather by a more flexible and 
adaptable system of credit which will 
move goods produced to the consumer. 

As long as the present armament 
race continues, no sound or lasting 
credit base can be constructed. Britain 
as the financial backlog of Europe, 
faces the supreme test of her Empire 
history. Out of the muddle of conflict- 
ing conclusions as to whether British 
prosperity is derived from accrued in- 
come or expended capital, one fact 
remains clear. Foreign 
trade, on which any I:-t- 
ing British prosperity 
must depend, seriously 
declined in 1936. Im- 
ports were valued at 
$4,160,000,000 and ex- 
ports at $2,455,000,000. 
The net result is that 
industries relying on ex- 
ports of coal, wool, iron, 
cotton, steel and ship- 
building failed to pay 
their way. On top of 
this and apart from 
armament expenditures, 
additional taxation is 

(Wide World photos) contemplated and a $2,- 
Secretary Morgenthau, U. S. 000,000,000 five - year 
scan loan announced. Thus 

the $4,000,000,600 British budget is far from balanced. 

France, who according to erudite economists, has not 
balanced her own budget since Poincare, nor for that 
matter since Charlemagne, increases her armaments— 
piles one deficit upon another. During the course of 
the year, England may find it practicable, as Pitt subsi- 
dized Napoleon, to lend an additional $200,000,000 
to her as insurance. (Please turn to page 852) 


goods and services. 
currencies curtailed 





Top to Bottom— 
Premier Blum of France 
Neville Chamberlin, Gt. Britain 
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25 Market Leaders 
Appraised 


BY STANLEY DEVLIN 


; accompanying chart comparing the trend of twen- 
ty-five leading stocks with THe Macazine or WALL 
Srreet combined average of 330 common stocks discloses 
a number of occasions during the past six months when 
divergent trends between the two groups were quite 
marked. The leaders—issues of the foremost companies 
in important industrial fields, and widely held by invest- 
ment trusts, fiduciaries and countless thousands of indi- 
viduals—generally show a more gradual and prolonged 
rise, with intervening reactions less sharply defined than 
in the combined average. In a large measure this con- 
dition reflects the increasing breadth of speculative ac- 
tivity to embrace a large number of issues not normally 
as active or regarded as market leaders in the accepted 
sense of the term. Also a considerable portion of the 
total transactions was made up of low-priced issues. 

Even among twenty-five leaders, chosen from those 
issues which normally set the pace of the market, there 
were a number which diverged marketwise from the 
group average, for reasons not identified strictly with 
conditions prevalent in the general market. Despite 
these counter trends, it is certain, however, that in the 
long run the recognized leaders will reflect more accu- 
rately the combined judgment of investors and specu- 
lators everywhere than any other group of issues whose 
sole claim to market leadership is based on transient 
speculative popularity. It is pertinent, therefore, after 
a period characterized by a high degree of market selec- 
tivity, to review the status of these market leaders indi- 
vidually. What have been the salient developments 
affecting them since the beginning of the year? What 
are their prospects over the months ahead? 

Estimates have placed earnings of Republic Steel at 
about $1 a share for the first quarter. Regarded as one 
of the most progressive units in the steel industry and 
firmly established as the third largest producer, the com- 
pany is in a position to fully participate in the current 
boom in the steel industry. Action of the shares 
marketwise, even during period of weakness, has been 
impressive. 

Earnings of U. S$. Gypsum in January recorded a 
marked gain over the same month of 1936 and outlook 
for further sizable gains is considered favorable. At 
their earlier highs, however, building stocks as a group 
were liberally appraising current prospects and broke 
sharply on reports that lack of skilled labor and high 
material costs were slowing up building activities. Sub- 
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sequent events may prove these fears to have been more 
or less groundless. 

American Car & Foundry shares were selected by 
this publication as one of the market leaders for 
1937. The decline of about ten points in the shares 
from the 1937 highs may be attributed entirely to gen- 
eral market conditions. It is expected that earnings for 
the fiscal year ended April 30 will show around 75 cents 
a share for the common. New business has been re- 
ceived in substantial volume this year, unfilled orders 
are undoubtedly large, and the revival in railroad equip- 
ment buying to date has only barely scratched potential 
demand. At 62, the shares are a worthy candidate for 
longer term price appreciation. 

With developments featuring the steel industry uni- 
formly favorable and with the prospect suggesting 
operations at virtual capacity at least for the first half 
of this year, Bethlehem Steel is still substantially 
above the 1937 low of 73. Higher prices, rising de- 
mand, and clearing labor skies combine to place the steel 
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industry, and Bethlehem Steel specifically, in a favored 
position. 

At 53, American Locomotive common has retained 
ten of the approximately fifteen points spread between 
the high and low this year. As the leading company in 
the industry which “has furthest to go,” American Loco- 
motive has much to gain from a genuine revival in rail- 
road equipment buying. Unfilled orders of $21,500,000 
at the beginning of this year were five times greater 
than at the start of 1936. Profitable operations last year 
were the first since 1930 and the showing this year 
should be appreciably better. 

Recent rise in New York Central shares should in- 
duce full conversion of 6% debentures. Substantial 
debt reduction indicates potential savings of about 
$500,000 monthly in fixed charges. Current earnings 
should reflect increased tempo of industrial activity in 
territory served. 

Official predictions of lower profit margins and need 
to raise working capital through additional financing 
brought selling into shares of Montgomery Ward. 
Prospects favor increased business volume but shares 
may “mark time” awaiting clarification of profit out- 
look and financing plans. 

With an increase of $800,000,000 in cash farm income 
forecast for this year, International Harvester should 
be an important beneficiary. Potential demand for 
replacement of farm machinery and implements is still 
sizable, while a further rise in truck sales both to the 
farmer and industry should prove an effective factor in 
enlarging current earnings. Net last year was equal to 
$5.66 a share. Shares appear reasonably appraised 
marketwise. 

Viewed from practically every standpoint, shares of 
American Smelting & Refining are one of the most 
reasonably priced issues in the metal group. Net last 
year equal to $6.85 a share would have been equivalent 
to $7.42 a share on the basis of the proposed capital 
revision. Higher prices for copper, lead and zinc should 
more than offset increased operating costs, and current 
earnings may be upwards of $8 a share. 

Earnings last year equal to $3.90 a share on Good- 
year Tire & Rubber common were the best since 1929. 
Tire prices have been raised and further increases are 
in prospect, which should more than offset increased raw 
material and labor costs. Company has large inventories 
and sales thus far this year have gained appreciably. 
Net in the first six months may show better than $3 a 
share for the common. 

While the settlement of the Pacific Coast maritime 
strike and damage to citrus fruit crop in California are 
adverse developments, the rising trend of general freight 
traffic should enable Southern Pacific to further ex- 
tend 1936 gains. Road would effect a considerable sav- 
ings through revised rail pension plan and a substantial 
increase in planted acreage augurs well for crop move- 
ments this year. Finances have been strengthened and 
dividends may be resumed later this year. 

General Electric reported earnings last year equal 
to $1.52 a share. Billings in the first two months of 
1937 increased 39 per cent and new orders were in excess 
of the total for the first quarter of 1936. Company’s 
income from investments this year should be larger. 
Shares fully warrant long term investment consideration. 
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Twenty-five Market Leaders 
Price Range 1937 





—— Recent 
Date High Date Low Price 
PRON sons sso < eutoeses Jan. 22 83% Mar. 22 631% 66 
Amer, Car & Foundry............. Feb. 4 71 Jan. 4 56 62 
Bethlehem Steel............-.... Mar. 11 105% Jan. 4 73 97 
American Locomotive..........-- Feb. 4 58% Jan. 4 43 51 
New York Central..............-- Mar. 17 55% Jan. 4 40 51 
Montgomery Ward............... Mar. 10 69 Jan. 27 53% €0 
International Harvester............ Jan. 22 111% Mar. 22 101 94 
Amer. Smelt. & Refining.........- Mar. 11 10534 Feb. 18 8814 93 
MOI TINE Soi 5ccs coco ccna e Mar. 11 473%, Jan. 4 27% 43 
Southern Pacific...............-++ Mar. 11 653% Jan. 4 42% 60 
RRMEI III oc wioie ceca paces Jan. 21 64% Jan. 4 52% 57 


Standard Oil (N. J.)..........---- Mar. 9 76 Jan. 4 67% 72 
PE lcnte tec nage arwatese's Jan. 18 180% Mar. 23 156 160 
MRR NEINE NOI oiesin oo 5 0:6c,0:0:6 000 Mar. 11 47% Jan. 4 27% 45 
Ree MIRO inc sek ec sxc depccens Feb. 3 137 Mar. 24 117 117 
Stone & Webster................-. Jan. 9 33% Mar. 24 26 25 
Co: Mar. 5 35% Jan. 4 27% 30 
MO ras woes sneee ds oo ceo Mar. 10 60 Jan. 18 50% 61 
Oe eee Feb. 11 70% Jan. 4 60% 62 
IE cis sini. 6 sic.s Saniesea's yo Mar. 11 126% Jan. 4 75 19 
i ee er Feb. 11 135%, Jan. 4 110% 123 
Consolidated Edison.............. Jan. 23 49% Mar. 22 39% 40 
Anaconda Copper..............- Mar. 10 69% Jan. 29 52% 61 
Westinghouse Elec............... Jan. 22 1675 Mar. 22 135% 143 
a Sa eae ere re Mar. 17 70% Jan. 4 44% 68 





Earnings of Standard Oil Co. (N. J.) are estimated 
at better than $3.50 a share for last year and another 
important gain is in sight for this year, barring any 
adverse change in the promising outlook for the oil in- 
dustry at this time. As the foremost unit in the oil 
industry and with activities embracing every major 
phase throughout the world, the company’s shares com- 
mand high investment regard. 

At their low point this year Du Pont shares were 
nearly 25 points under their 1937 high. Recovery has 
since lacked vigor and in the face of the continued gains 
in the company’s chemical and manufacturing divisions, 
the action of the shares in all probability reflects doubt 
as to the company’s current income from its large invest- 
ment in General Motors. Income from the latter source 
totaled over $44,000,000 last year as compared with 
total net income of $89,884,449. Hence any change for 
the better in the General Motors outlock could well 
result in a sharp recovery in the quoted values of Du 
Pont shares. 

Notwithstanding the sustained activity in Stone & 
Webster's engineering and construction divisions and 
the promising outlook for underwriting profits, the 
shares are apparently under the blight cast upon the 
utility group as a whole by doubts as to the direction 
which the next political move involving the utilities may 
take. Developments of a constructive nature might well 
precipitate a sharp recovery in this group. 

Rising sales accompanied by higher prices suggest fur- 
ther substantial gains in the profits of U. S. Rubber. 
Company also in a position to benefit by higher prices 
for crude rubber. Longer term commitments need not 
be disturbed. 

Selling about midway be- (Please turn to page 854) 
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Courtesy Baltimore & Ohio R. R. Co. 





Twenty-four vessels load and discharge at one time at the Locust Point Marine and Freight Terminal, Baltimore, Md. 


Improving Outlook for B. & O. | 


BY PIERCE 


Dice of the oldest railroads in the United States; a 
railroad with a unique origin, that started with only 
$5,000,000 capital stock, but that now has over $315,- 
000,000 outstanding; a railroad that has become one of 
the prominent systems in this country, embracing prac- 
tically 6,500 miles of operated line; a railroad whose 
gross earnings at the end of 1936 had recovered to 
$168,992,681 from $125,882,823 in 1932, which reported 
a net income after fixed charges for 1936 of $4,538,925, 
equal to 85c a share on the common, against a net loss 
for 1932 of $6,334,978—an actual improvement in the 
four years of $10,873,953; a recovery in the market 
price of the common from 314 in 1932 to 40%. This, 
very briefly, is the record of the Baltimore & Ohio 
Railroad Co. for the last 110 years. 

There are very few people now living who know any- 
thing about the unique and interesting beginning of the 
Baltimore & Ohio Railroad System of today. A brief 
outline of how it started will help greatly to understand 
its commanding position among the railroads of the 
United States, and likewise to form a more intelli- 
gent opinion of what may be expected in financial 
results during the coming year, and even for a longer 
period. 

The Baltimore & Ohio Railroad was conceived in 
1827 in the minds of a small group of citizens of Balti- 
more, possessed of remarkable vision. Their prime 
objective was to restore “to the city of Baltimore that 
portion of the western trade, which lately has been 
diverted from it by the introduction of steam naviga- 
tion and by other causes.” In their judgment this was 
to be accomplished most effectively by connecting Balti- 
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more with one or more points on the Ohio River through 
the medium of a steam railroad. 

At the same time another group was actively con- 
templating the building of a waterway to be known as 
the Chesapeake & Ohio Canal. It likewise was expected 
to bring this greatly coveted “western trade” to the 
Atlantic Seaboard. The group that conceived and was 
responsible for starting the Baltimore & Ohio Railroad 
could not see the practicability of the canal, but was 
thoroughly convinced as to the superior reasonableness 
of its railroad proposition. 

On February 12, 1827, they organized themselves into 
a committee with William Patterson chairman and 
David Winchester secretary. That was when the Balti- 
more & Ohio System of today was conceived. 

Only a week later the committee met again and 
submitted a comprehensive and exhaustive report, at 
least for those days. The document dealt at length 
with the comparative desirability of railroad and canal 
transportation, not only in the United States, but also 
in England. 

The report likewise embraced a large amount of data 
to support the committee’s opinion and to establish the 
“advantages which, in its opinion, would be likely to 
accrue to the City of Baltimore from connecting her 
trade with the western states, and by a direct railroad 
from Baltimore to some eligible point on the Ohio River.” 
The importance of this suggestion in the minds of the 
committee is clearly demonstrated by the fact that these 
last words were printed in bold capitals in the record 
of that significant meeting. 

The committee continued to act with remarkable 


THE MAGAZINE OF WALL STREET 








prol 
reso 
tion 
the 
join 
Ohi 
with 
Rail 
of B 
It 
$5,0 
on § 
pan; 
stoc 
pose 
and 
by t 
vidt 
mac 
Sc 
proc 
ago. 
old 
abo 
nou: 
RF 
B 
was 
day 
mit! 
On 
pore 
of t 
full 
1 
tion 


Ma 


Was 























promptness. Its report was read at once and a set of 
resolutions was immediately presented. The first resolu- 
tion provided that “immediate application be made to 
the legislature of Maryland for an act incorporating a 
joint stock company to be styled The Baltimore and 
Ohio Rail Way Company, and clothing such company 
with all the powers necessary to the construction of a 
Rail Road, with two or more sets of rails from the city 
of Baltimore to the Ohio River.” 

It was provided that the capital stock should be 
$5,000,000, but that the company should be incorporated 
on subscriptions of only $1,000,000, and that the com- 
pany should have the power to increase the capital 
stock as far as deemed necessary to carry out its pur- 
poses. It was further resolved “that it is expedient 
and proper to permit subscriptions to stock to be made 
by the United States, by states, corporations and indi- 
viduals.” The records show that subscriptions were 
made by these various groups. 

Some one may say that this was pretty up to date 
procedure, notwithstanding that it was taken 110 years 
ago. Someone else may add that those were the good 
old days when the promoters of a railroad could go 
about their business and not be hampered with volumi- 
nous applications to such regulatory bodies as ICC, 
RFC and SEC. 

Be that as it may, the Baltimore & Ohio Railroad 
was chartered in Maryland February 28, 1827, only nine 
days after the second meeting of the organization com- 
mittee, at which the foregoing resolutions were adopted. 
On March 8 of the same year the enterprise was incor- 
porated in Virginia. Construction was begun on July 4 
of the following year. The main line, however, was not 
fully completed until January 1, 1853, or about 25 years. 

The road continued to expand by further construc- 
tion of new lines and the acquisition of others, until 
March 1, 1896, when it went into receivership, but it 
was reorganized without foreclosure on July 1, 1899. 
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Courtesy Baltimore & Ohio R. R. Co. 


Bituminous Coal comprises approximately 48% of B. & O.'s Freight Traffic 
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The railroad, with improvements that have almost com- 
pletely transformed the property, and with additions 
by acquisition, is the Baltimore and Ohio System, whose 
capital structure, physical condition and financial results 
we have to consider at the present time. 

The far-seeing incorporators of this railroad had their 
eyes firmly set on the “western states” and “western 
trade” along the Ohio River. Long ago the Baltimore 
& Ohio, not only reached those objectives, but Pitts- 
burgh on the way, and likewise Cleveland, Cincinnati, 
Chicago and St. Louis, considerably beyond what the 
originators had in mind. 

All these vears the Baltimore & Ohio has tapped and 

successfully served the rich bituminous 

coal fields east of Pittsburgh, and also 
the equally rich industrial areas, of 
which that city and those farther west 
are the centers. Products of mines con- 
tribute over 60 per cent of the Baltimore 

& Ohio’s total freight traffic today. Of 

this percentage around 48 per cent is 

represented by bituminous coal alone. 

The great importance of the latter class 

of traffic to the Baltimore & Ohio is 
-bown by the fact that, although the 

great industrial areas already mentioned 
are efficiently served, manufactures and 
miscellaneous freight contribute only 
around 28 per cent of the total against 
the 48 per cent supplied by bitiminous 
coal. Of the 28 per cent, only approxi- 
mately 7 per cent is represented by steel. 

While the incorporators of the Balti- 
more & Ohio apparently thought only of 
getting “Western trade” for the City of 

Baltimore, those who were responsible 

for the development of the property as 

the years went by, realized the impor- 

tance of hav- (Please turn to page 858) 





Large Orders Ahead 


for Maehine Tools 


Leading Manufacturers in Strong Position 


BY MUNROE E. 


isin in the machine tool industry has far out- 
stripped that of capital goods as a whole and last year 
in the closing months orders rose to the highest level 
in the history of the industry. New orders fell off some- 
what in January and February of this year—an experi- 
ence which was not unexpected—but unfilled orders 
alone are sufficient to sustain activity at a high level 
for some months to come. 

The nature of the machine tool industry is obviously 
such as to make it particularly sensitive to changing 
industrial conditions and the course of the industry 
over the past twenty years has been marked by steep 
ascents and ‘precipitous declines between periods of 
general prosperity and depression. These fluctuations 
are graphically portrayed by the index compiled by 
the National Machine Tool Builders Assn. Taking 1926 
as 100, the index of new machine tool 
orders reached a peak of about 186 in 
1929. By the end of that year, however, 
it had dropped below 100 and continued 
to decline to a low of 7.4 early in 1933. 
From that level there has occurred an 
irregular rise to the peak level of 257.7 
reached last December. The latter ex- 
ceeded even the previous peak of 231.4 
in 1920. At the end of February the 
index stood at 165.2, a sharp decline 
from the peak level but still higher than 
any month in 1936 with the exception 
of December. 

While doubtless the decline in the first 
two: months of this year partly reflects 
the restricting effects of floods and the 
General Motors tie-up, probably to a 
greater extent it reflects a natural slow- 
ing-up in new orders in the wake of the 
year-end rush accelerated by prospective 
price increases and demand for urgent 
deliveries. 

Although these short term changes in 
the position of the industry are note- 
worthy, greater significance attaches to 
several other factors favorable to the 
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present outlook for the industry. Despite the marked 
increase in the volume of orders during the past several 
vears, the potential demand for the replacement of 
obsolete and outworn machine tool equipment has not 
been appreciably satisfied. Obsolescence, as such, took 
a heavy toll of machinery and machine tools during 
the years of the depression and subsequently the period 
of efficient usefulness has been further shortened by 
conditions identified with business recovery. With rising 
costs and taxes, increased wages, the lack of skilled labor, 
and the constant pressure upon manufacturers every- 
where to meet competition, the employment of the most 
efficient equipment and labor-saving machinery has 
become a vital necessity. In meeting these problems 
the machine tool industry is in a position to render 
valuable assistance to the manufacturer. During the 





Courtesy of Pratt-Whitney Corp. 
Machine tools effect great economies in the automobile industry 
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iepression, the industry was not frugal with its expendi- 
res for the development of new products and equip- 
nent, for which greatly increased efficiency was claimed 
and demonstrated. The inference, therefore, is that 
een though machine tool equipment may still be ser- 
yiceable it is obsolete if up-to-date tools are more 
economical, 

The automobile industry is the largest single customer 
of the machine tool industry, normally accounting for 
about 25 per cent of the output. Fabricators of metal 
products account for about a third, industrial equipment 
78 per cent, railroads 7.2 per cent, and fifteen other 
industries 29 per cent, according to the American 
Machinist, and based on last year’s output. Foreign 
demand has always been an important factor in the 
machine tool industry and while exports last year were 
only about 20 per cent of the total volume, demand 
exceeded the previous four-year average and shipments 











abroad would doubtless have been larger had not tool 
makers been forced by the volume of domestic business 
to refuse foreign orders or turn them over to foreign 
agents. 

With a heavy stake in the automobile industry, the 
current outlook for machine tool makers will be gov- 
ened to an important degree by the volume of auto- 
mobile production. Labor troubles in the automobile 
industry have cast something of a blight on the pros- 
pective profits of individual companies but aggregate 
production will in all probability be as large and perhaps 
larger than 1936. Re-tooling activities in preparation 
for 1938 models are already under way and mounting 
orders for new machine tools should shortly make their 
appearance. Railroads and railroad equipment builders 
may be counted on to enlarge their machine tool pur- 
this vear and the same may also be said of the 
manufacturers of heavy electrical equipment, as well 
as farm and industrial machinery manufacturers. In 
addition to a further expansion in sales this year the 
machine tool industry will have the benefit of higher 
prices. Prices on some types of equipment were ad- 
vanced late last year but for the most part increases 
thus far have been moderate. Meanwhile, of course, 
raw material costs have risen and while they have been 
nullified to some extent by the sustained volume of 
business, it is believed that prices could be reasonably 
increased without meeting serious buyer resistance. 

From all appearances, therefore, the machine tool 
industry will enjoy another banner year, replete with a 
larger volume of orders and rising profits. Only two 
factors might arise to mar this prospect. Certain com- 
panies may be handicapped by insufficient productive 
capacity, and labor difficulties resulting in interrupted 
production may spread to other industries resulting in 
a restriction of purchases of new tools and equipment. 
Already several leading tool manufacturers have an- 
nounced plans for enlarging their productive facilities 
but there still remains the threat of a shortage of skilled 
labor. As to the possibility that strikes and other forms 
of labor difficulties may reach even more serious pro- 
portions it is impossible to forecast. Both of these 
adverse factors will bear close watching and it is prob- 
able that but for their existence, shares of leading ma- 
chine tool companies would reflect more substantially 
the otherwise promising outlook. 
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Leading Manufacturers of Machinery and 
Machine Tools 





vr’ 7 — : <a : ; Earned : Divs. 
per Share Paid Recent 
Company Products  ==—s—/§-§§»§-_-—«1935 11936 = 1936 _—s— Price 
Bullard Co........ _Automatic machine tools, 
turret lathes, _ — 
ee Serres ee eee 
Ex-Cell-O Aijrcraft & 
Tool.............Diversified lines of precision 
instruments, diesel, pumps, 
= : bushings, containers, etc... 0.87 1.08 0.75 25 
Mesta Machine... ...Heavy steel mill machinery, 
forging and a 
presses and castings...... 3.11 4.26 3.75 66 
National Acme. Automatic screw machi 
turret lathes, chucking ma- 
a chines andthreadingtools. 0.51 1.37 O75. 3t _ 
Sperry Corp..... ..Precision instruments for air 
and marine use. Search- 
lights, gun fire control ap- 
Sa a paratus 0.85 1.32 1.00 21 
Starrelt (L. S.) Co..... All types of fine precision 
(ees instruments ._1,22(a) 2.76(a) 1.80 42 | 
United Eng'r & Fdy.. Heavy steel machinery, “and 
equipment 1.92  —_ 3.00(e) 3.25 57 


“Metal working tools, gauges 
and special ~ =machine 
equipment _ 


Niles-Bement-Pond. . 
1.55 4.04 —-1.00(b) 46 


(a) Year ended June 30. 
(e) Estimated. 





(b) Plus 1%4 share General Machinery Corp. 





National Acme 

National Acme specializes in the manufacture of 
single and multiple spindle automatic screw machines, 
turret lathes and chucking machines. In addition the 
company’s products include screw machine products and 
threading tools. During the depression years the auto- 
matic machine, known as the Model R, was developed 
at a cost of about $250,000. So greatly improved was 
this model over the old ones that the company has 
estimated the potential demand, merely to replace obso- 
lete models, at upwards of 20,000 units. 

The company’s operations are geared very closely to 
the automobile industry and while customers are drawn 
from other industrial fields and export business is quite 
sizable, the best showing has been made in those years 
when motor cars were being produced in large volume. 
Earnings dropped sharply in 1930 and from that year 
until 1934 deficits were shown. Profits have risen en- 
couragingly in the last three (Please turn to page 857) 
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Steel Costs and Prices 


There was some criticism of the 
steel companies when they recently 
raised prices so soon after granting 
wage increases to their employees. 
It was pointed out and with some 
justification that if every employer 
passed on wage increases in the form 
of higher prices labor’s real wages 
would show no betterment. Presi- 
dent Roosevelt at his press confer- 
ence the other day took this atti- 
tude, suggesting that the extent of 
the price advance was unjustified by 
the rise in costs. The American Iron 
& Steel Institute, however, points 
out that the estimated increase of 
$200,000,000 in annual gross reve- 
nues from the higher prices will fail 
by $15,000,000 to cover higher costs. 
The Institute estimates that the 
wage increases added $130,000,000 a 
year to steel payrolls and that 
higher scrap, tin, zinc and other 
materials have added $85,000,000 
more. 

It is not easy on the face of it to 
reconcile the American Iron & Steel 
Institute’s estimate of the situation 
and the appraisal made by the stock 
market which unmistakably has fa- 
vored the steel companies in recent 
sessions. However, the steel indus- 
try operated last year at less than 
50% of capacity: today, with oper- 


ations about 90%, it seems to be © 


the general belief that the much 
higher average operating rate that 
can reasonably be expected for this 
year will enable the expected net in- 
crease of $15,000,000 in costs to be 
readily absorbed. While we, too, 
favor the steel industry for invest- 
ment at the present time, there is no 
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For Profit and Income 


| 


question but that a wary eye must 
be kept open for a further increase 
in costs, or for any substantial slack- 
ening of the operating rate which 
would quickly result in adverse ef- 
fects through the increase in costs 
already made. In connection with 
the future operating rate, it does not 
appear likely that the proposed 
slowing up of Government steel pur- 
chases will be a factor of any impor- 
tance. 





Sharon Steel and 
Mullins Manufacturing 


At a meeting scheduled for the end 
of this month, stockholders of Mul- 
lins Manufacturing will be asked to 
approve a plan under which the 
stock of their company will be split 
two-for-one and 200,000 shares of 
the new stock paid to Sharon Steel 
in exchange for the latter’s wholly- 
owned subsidiary, Youngstown 
Pressed Steel Co. This will have the 
effect of giving Sharon a 35% stock 
interest in a considerably expanded 
Mullins. From Mullins point of 
view, it means diversification, en- 
largement and the assurance of steel 
supply. 

For any who might want to par- 
ticipate in this situation, the con- 
vertible preferred stock of Sharon 
Steel will prove interesting. This 
stock, selling today below $110 a 
share, is convertible into common 
up to May 1, 1939, at $35 a share 
and thereafter at prices which rise 
to $50 a share. Even today the con- 


vertible feature has an actual value, ° 


for the price of the common is 
around $37. Sharon Steel for last 
year reported earnings equivalent to 





$3.04 a share of common compared 
with $2.74 in 1935. 


Railroad Equipments 


An opinion was expressed recently 
by the Chairman of the Interstate 
Commerce Commission that railroad 
facilities had not kept pace with the 
gains in general business and that 
not a few roads might well find 
themselves desperately short of 
equipment. Coming from such a 
quarter this was excellent news to 
the stockholders of the railroad 
equipments companies whose stock 
market action over the past few 
weeks has not been entirely satis- 
factory. They have not behaved, for 
example, as well as the steels al- 
though the gain in earning power 
which may be expected of the two 
groups is similar. American Brake 
Shoe & Foundry, American Locomo- 
tive, American Car & Foundry and 
Westinghouse Air Brake are among 
the railroad equipment companies 
expected to do as well as any in 
their group. 


Aluminum 


Among the most clam-like of our 
big corporations, only once a year 
does the Aluminum Co. of America 
present its stockholders with an ac- 
counting. The report just made pub- 
lic for last year shows net income of 
$20,866,936 after all charges and the 
deduction of $1,228,313, represent- 
ing the loss from the purchase and 
retirement of preferred stock. This 
net income, after deducting the an- 
nual dividend requirements on the 
preferred on which there are arrears, 


THE MAGAZINE OF WALL STREET 








was | 
share 
of co 
cellen 
the : 
porte 
Alum 
quest 
any | 
ent | 
it is 

with 

ties. 

week: 
eral } 
expre 
furth 
bring 
tion 

every 
cifica. 
alum: 
be a 
of ev’ 
porta 
Alum 
gross 
last 

meml| 
the g 
price: 
year. 
that 

tive | 
than 


Hous 
Goin 
Th 
Elect 
price 
tors 
the 
year, 
the | 
the » 
ment 
been 
of w 
abou 
put 
other 
sprin 
of cc 
the t 
is cc 
cons 
is cc 
in t 
hous 
the 
seem 


APRI 











ed 





was equivalent to $8.65 a 
share on 1,472,625 shares 
of common stoek—an ex- 
cellent comparison with 
the 55 cents a share re- 
ported for 1935. Although 
Aluminum common un- 
questionably is high by 
any standard at the pres- 
ent price of $170 a share, 
it is nevertheless an issue 
with interesting potentiali- 
ties. Within the past few 
weeks the presidents of sev- 
eral metal companies have 
expressed an opinion that a 
further rise in prices would 
bring increased competi- 
tion from substitutes. In 
every case a substitute spe- 
cifically mentioned was 
aluminum which seems to 
be a potential competitor 
of every other metal in im- 
portant applications. 
Aluminum of America’s 
gross sales were up 35% 
last year. It will be re- 
membered, however, that 
the greatest spurt in metal 
prices only occurred this 
year. Thus it would seem 
that aluminum’s competi- 
tive position were stronger 
than ever. 





Household Equipment 
Going Higher 

The fact that General 
Electric has increased the 
price of electric refrigera- 
tors between $8 and $24, 
the second advance this 








American Rolling Mill. 


Developments in Companies Recently Discussed 


Reported earnings 
equivalent to $2.25 a share for 1936 on the 
stock outstanding at the year end, com- 
pared with $2.26 on a smaller number of 
shares for 1935. Plans an issue of 412% 
convertible preferred, the proceeds from 
which will be used to redeem the existing 
5% debentures and the 6% preferred and 
for the further expansion of production 


facilities. 


Crosley Radio. President reports that floods 


put the company entirely out of production 
for two weeks and that operations were 
sharply curtailed for another two weeks. 
Because of this, preliminary reports indi- 
cate a small net loss for the first quarter 
of 1937. However, official outlook for 
1937 still considered excellent. 


Union Bag & Paper. Expected to earn in the 


first quarter of the present year not far 
from the $1.48 a share that was earned 
in the whole of 1936. The new Savannah 
mill which came into full poduction towards 
the end of last year is the main reason for 


the optimism. 


Foster-Wheeler. The company's stock quick- 


ly regained the ground lost in the recent 
reaction. The upturn marketwise coin- 
cided with reports that unfilled orders 
were about double the $8,000,000 on hand 
a year ago. While Foster-Wheeler showed 
a small operating loss last year, earnings 
for 1937 should be substantial. 


General Foods. 


Masonite. 


Goodyear Tire & Rubber. President stated 


recently that another rise in tire prices is 
inevitable if crude rubber holds its pres- 
ent levels. As a producer of crude, Good- 
year has been a beneficiary of the rise in 
this commodity: company has 95,000 acres 
of rubber land of which 56,000 acres are 
actually producing. 


Sales of company's Birds 
Eye quick-frozen products was up 50% 
last year. This line, of course, has always 
been competitive with canned goods. Now, 
however, that its public reception is as- 
sured it is meeting increased competition 
from other quick-frozen foodstuffs — the 
freezing being done by a somewhat differ- 


ent method. 


Reported for the twenty-eight 
weeks to March 13, earnings equivalent to 
$1.33 a share of common stock. Company 
recently entered the market with four new 
products: a wood fiber, low-priced wall- 
board called "Presdtex" and an asphalt- 
coated insulating sheeting; in addition 
to which it will distribute rock wool 
insulating material and a new insulating 
board. 


Niagara Hudson Power. Plan to consolidate 


fourteen subsidiaries officially estimated to 
save $1,835,000 annually in interest and 
other costs, in addition to which it would 
be possible to make rate reductions ag- 
gregating $1,000,000 a year. 








year, draws attention to 

the higher costs that are affecting 
the price of all household equip- 
ment. So far this year there has 
been a general advance in the price 
of washing machines amounting to 
about 10%: the price of radios was 
put up some months ago and an- 
other advance is expected in the new 
spring models. It is all inevitable, 
of course, and in accordance with 
the trend of the times. While there 
is cold comfort for the individual 
consumer in higher prices, there 
is consolation for the stockholder 
in the thought that so far as 
household equipment is concerned 
the advance in prices does not 
seem great enough to seriously affect 
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volume of sales. Last year was a par- 
ticularly good one for these manu- 
facturers and, with a further increase 
in public purchasing power, they 
may well do better this year. despite 
the restraining influence of higher 
retail prices. 


General Motors Reports 


General Motors’ earnings for last 
year, equivalent to $5.35 were, if any- 
thing, slightly better than had been 
generally expected. The profit came 
within a small percentage of equal- 
ling the 1929 record and compared 
very favorably with the $3.69 a share 


shown for 1935. Other highlights 


of the report were that the average 
annual earnings of hourly paid work- 
ers were 7% higher than in 1929. 
The company points out that as the 
cost of living last year was about 
17% less than in 1929, the 1936 aver- 
age earnings had a purchasing power 
29% greater than in 1929. This 
year, taking into account the two 
5-cents-an-hour increases that have 
been granted, the average hourly 
wage rate will be about 15% higher 
than the 1929 average. In 1936 
General Motors accounted for 
41.67% of all the new cars and trucks 
sold to consumers in the United 
States and for about 37% of those 
sold throughout the world. 
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Why the Finance Companies 
Are Behind the Market 


BY WILLIAM TRAVERS 


Dieiaiaeenies earning double the profits of 1929 and 
paying cash dividends five-fold larger than in 1929 are 
almost as rare as hens’ teeth and would seem to have an 
obvious claim to distinction. Two in this enviable class 
are Commercial Investment Trust and Commercial 
Credit, leaders in the business of installment financing 
and factoring. 

Profit of Commercial Investment Trust for the year 
recently ended was $21,181,000, as compared with 
$9,101,000 in 1929. Cash dividends totalled $14,890,000, 
against $2,825,000 in 1929. Commercial Credit earned 
$11,330,000, against $6,011.000 in 1929; while its 1936 
cash dividend distribution of $10,346.000 compares with 
$2,070,000 in 1929. Both of these companies last year 
paid 20 per cent stock dividends. 

The 1936 profit of Commercial Investment Trust rep- 
resented an increase of about 33 per cent over that of 
1935, while gain for Commercial Credit was around 
73 per cent. Moreover, at the present time gross vol- 
ume and earnings of each are continuing to run sub- 
stantially higher than a year ago. For February con- 
solidated volume of Commercial Credit business was 
nearly 36 per cent larger than in February, 1936. For 
the month of January profit available for dividends on 
the common stock is officially stated to have been 
$1,091,118 or approximately 51 per cent larger than for 
the same month a year ago. While comparable data on 
Commercial Investment Trust is not available, it is not 
to be doubted that current trend is likewise favorable. 

Yet as this analysis is written Commercial Credit 
common is quoted at 58 or only 9.5 times last year’s 
net per share; vields a return of nearly 6.9 per cent on 
regular $4 dividend and would yield better than 9.6 per 
cent if last year’s total cash payment of $5.6214 per 
share is equalled for 1937. On the present evidence, it 
appears probable that last yveai’s distribution will be 
equalled. It is possible that it may be exceeded. 

Commercial Investment Trust common is currently 
priced at 67 or approximately 11 times 1936 net per 
share: vields nearly 6 per cent on its regular $4 dividend 
and would vield 7.3 per cent if, as is likely, 1937 distri- 
bution comes up to that of last year. 

Comparing these price-earnings ratios and yields with 
those of most other prominent stocks, these two equities 
seem cheap—so cheap that one is naturally provoked to 
wonder what is wrong with the pipeture! Bargains do 
not long go unrecognized in the stock market, and high 
yield sometimes is a warning rather than a promise. 
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Not only have these two stocks failed to go up during 
recent months of selective strength in the market, but, 
as will be seen on the accompanying graphs, their trend 
for five or six months has been persistently downward. 

The bull market high to date in Commercial Credit 
was established last September at 847%; that in Com- 
mercial Investment Trust last November at 91°4. The 
subsequent quiet but protracted downtrend can only 
imply a substantial re-appraisal, by investors and specu- 
lators, of the status of and prospect for these two com- 
panies. Our purpose here is to look into the reason or 
reasons behind this changed attitude, and to consider 
whether or not at present revised quotations these issues 
appear attractive for appreciation, income return or both. 

Last autumn, as these stocks began to sag, the reason 
commonly given was that the Federal Trade Commis- 
sion had made formal complaint against these two com- 
panies and others because of their advertising of a 
so-called “Six Per Cent Plan” in financing automobile 
installment sales, whereas the fact is, according to the 
Commission, that the interest charge works out to about 
12 per cent. The complaint did not question the rates 
charged, but merely misleading advertising. The adver- 
tising policy criticized has been abandoned; and there 
is no reason to suppose that the controversy carries any 
implication that the finance companies must hereafter 
charge less for their services. 

This year, as Commercial Credit and Commercial In- 
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vestment Trust continued to decline, a second reason 
was widely advanced. For the second time in seven 
months the Federal Reserve Board had increased bank 
reserve requirements, putting an effective brake on po- 
tential bank credit expansion. Short term money rates 
began to stiffen. This implied that the middle men of 
installment financing would have to pay more for the 
bank funds used. 

No doubt they will pay more. although any material 
change still lies in the future and can be expected to 
develop very gradually as long as the Government ad- 
heres to its basic easy money policy—but the cost factor 
of borrowed funds is a small percentage of total install- 
ment financing costs. Let us see. Last year Commercial 
Investment Trust paid $2,317,978 interest on short term 
funds but operating expenses other than interest totalled 
$14,979,683. Commercial Credit paid interest and dis- 
count charges of $1,941,880—including interest on its own 
bonds—but other operating expenses were $11,386,667. 

Hence it may be concluded that any probable rise in 
cost of borrowed funds would not of itself importantly 
affect the profits of these companies. It could be offset 
either by larger volume of receivables handled or by 
higher rates to installment buyers. The rates charged 
move up or down with money rates, although with a 
lag both ways. 

Well, if neither of the two reasons heretofore consid- 
ered account for the high vield basis on which these 
equities are selling, what is the explanation? In our 
opinion, it is very simple. There are two significant 
clues. For one thing, you will observe that the trend of 
these stocks has been very similar in recent months to 
that of the leading motor stocks. General Motors and 
Chrysler also made their bull market peaks—to date— 
last November. Some 70 per cent of the business of 
Commercial Credit and Commercial Investment Trust 
is financing automobile sales. Thus, their outlook for 
gross and net may be accepted as pretty much what the 
outlook for the motor industry makes it. 


Prospective Volume 


That this conclusion is generally correct is proven by 
the fact that for a number of years variations in earn- 
ings of the two finance companies have followed varia- 
tions in total receivables purchased with remarkable 
closeness. For example, taking Commercial Investment 
Trust, profit of $21,180,000 last year was equal to 1.8 
per cent of $1,169,696,815 receivables handled; profit of 
$5,719,776 in 1932 was equal to 1.8 per cent of total of 
$317,397,520 receivables purchased that year; and 1929 
profit of $9,101,119 was equal to exactly 1.8 per cent of 
1929 receivables purchased of $489,544,018. Since 1925 
the ratio of profit to receivables handled has ranged 
only between low of 1.5 per cent and high of 2.1 per cent. 

The fact that this ratio was the same last year as in 
1929, despite the tremendous difference in going rates 
for short-term money, is sufficient evidence that future 
volume of receivables is the most pertinent factor to be 
considered in weighing the outlook for these two stocks. 
rather than any probable change in money rates. Against 
all other changes, if they be gradual and orderly, adjust- 
ments can be made. Volume of financing handled. how- 
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ever, is almost entirely beyond the control of these man- 
agements. In order of magnitude, it depends upon the 
state of health of the motor business, the textile factor- 
ing business and installment buying of miscellaneous 
durable goods. 

Evidently the composite opinion of the stock market 
is that the finance companies have now experienced the 
major portion of probable expansion in volume and prof- 
its—in short, that the upward trend is “rounding off.” 
This is precisely the reasoning behind the static action 
of the leading motor stocks during recent months. These 
stocks likewise sell on a low price-earnings ratio and 
high yield basis. Chrysler at present price is quoted at 
only 8.6 times 1936 earnings per share, and on the basis 
of last year’s dividend distribution the yield would be 
9.4 per cent. General Motors is now quoted at slightly 
more than 12 times 1936 net per share and duplication 
of last year’s dividends would mean yield of 7 per cent. 

It has been aptly said that “stocks are neither high 
nor low—’tis only thinking makes them so.” Certainly 
the prevailing psychology cannot safely be ignored in 
stock selection. The fact is that investors and specu- 
lators in the mass pay much more attention to what 
they think is the future outlook than to current per- 
formance. That is why they will cheerfully pay 25 times 
earning power per share for leading chemical stocks and 
accept a 3 per cent current yield, while turning thumbs 
down on stocks which they believe to have a less assured 
Jonger outlook or which they believe have either reached 
or are close to maximum earning power. 

Of itself, this point of view is logical, although it may 
go to an irrational extreme. In the long run safety of 
capital and income return from it are the primary in- 
vestment considerations. So judged, very few common 
stocks qualify as investments in the strict meaning of 
the word. It is a foolish person who would argue with 
a composite stock market judgment—persistently ex- 
pressed over a period of months. This composite judg- 
ment holds that between now and the time when the 
next peak of economic expansion is reached, there is 
greater promise of appreciation in heavy steels, rail and 
farm equipments, electrical equipments, machine tools, 
rails, chemicals and building (Please turn to page 848) 
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Stoecks for Profit and Protection 


Against Inflation 


BY C. L. HURD 


a. THE article beginning on page 803 of this issue 
points out, we are in the midst of a decided upward 
trend in commodity prices. This upward surge will in 
all probability continue for a considerable period or 
until increased supply satisfies demand both at home 
and abroad. The advent of European war would of 
course accelerate this trend considerably. 

In view of this prospect the individual seeking protec- 
tion against these inflationary tendencies properly turns 
to common equities. The companies that will derive 
the greatest benefits from higher commodity prices log- 
ically are those that produce the commodities rather 
than those which merely process them—for example, the 
integrated steel companies, the coppers and producers 
of other metals, oils and some chemicals. 





Dow Chemical Co. 


Dividends Paid 
1936 
$2.20 


Earnings Per Share 
1935 1936 
$3.43* $4.48* 
* Fiscal year ended May 31. 


Recent Price 
$145 


The history of Dow Chemical is typical of the entire 
chemical industry. The company has pioneered in the 
development of new products and processes which have 
found a waiting market, and, favored by other funda- 
mental factors inherent in the chemical industry, the 
company has been able to operate profitably even under 
the most adverse conditions. 

The company’s activities may be divided roughly into 
three major divisions—pharmaceuticals and fine chem- 
icals, industrial chemicals, and magnesium metal and 
metal alloys. Controlling the largest known brine wells 
in the United States, the major portion of the company’s 
output of chemicals is derived from brine and the com- 
pany is the foremost producer of bromides and mag- 
nesium. Dow is, in fact, understood to account for half 
of the total output of bromides throughout the world. 
An affiliated company, Ethyl-Dow Chemical Co., en- 
gages in the extraction of bromine from sea water by a 
special process and results to date have been successful 
to a point suggesting broad potentialities. Dow Chem- 
ical has also developed a magnesium alloy known as 
Dowmetal, the lightest available metal. This product is 
being used on an increasingly larger scale, being lighter 
than aluminum and priced on a basis to compete with 
the latter metal. The company’s business has also 
been enlarged to include the production of synthetic 
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organic chemicals, another field credited with important 
potentialities. 

Dow Chemical came _ through _ the depression 
maintaining operations consistently on the profit side 
of the ledger and for the fiscal year ended May 31, 1936, 
profits attained a record-breaking level. Net available 
for the 945,000 shares of common stock, after dividends 
on 30,000 shares of 5% preferred stock, was equal to 
$4.48 a share, an increase of better than 30% over 1935. 
There have been no subsequent reports issued by the 
company but it is a safe assumption that earnings in 
the current fiscal period will set another record. Divi- 
dends at the present time are being paid at the rate 
of $2.40 annually and unless the company prefers to 
pay a sizable surplus profits tax, a generous extra 
should be forthcoming prior to the close of the current 
fiscal year. There is also a good possibility that the 
basic rate will be increased. Funded debt, including 
$5,000,000 3% debentures issued last year for construc- 
tion of additional facilities, totals $7,160,000. 

While it may seem difficult to justify present levels 
at which the shares are quoted—145—on the basis of 
tangible evidence, considerable justification can be 
found in the company’s longer range potentialities. It 
is also noteworthy, from the standpoint of possible infla- 
tion, that the company, having access to ample supplies 
of cheap raw materials and employing a comparatively 
small amount of labor in relation to output, is unlikely 
to be seriously affected by either of these problems in a 
period of sharply rising costs and prices. 





New Jersey Zinc Co. 


Dividends Paid 
1936 
$2.50 


Earnings Per Share 
1935 1936 
$2.37 $2.67 


Recent Price 
$88 


The New Jersey Zine Co. is mainly distinguished for 
the fact that it has been consistently profitable in the 
present corporate form for nearly sixty years. Another 
distinguishing feature is that although stockholders have 
gazed upon an unusually large number of satisfactory 
earnings statements they have never had an opportunity 
to look at a balance sheet of their company. That the 
company’s financial position is a strong one, however, 
may be deduced from the fact that during the worst of 
the depression years dividends exceeded earnings by a 
substantial amount. For a metal company to make un- 
interrupted distributions to its stockholders over the past 
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even or eight years is no mean achievement in itself. 

New Jersey Zinc’s principal producing properties are 
inthe state from which it derives its name. It has plants 
iso in Pennsylvania and a number of less important 
active and inactive properties in other states. The com- 
pany manufactures zinc in all its forms. These include 
jinc oxide and lithopone, slab zinc and zine sheets and 
plates. It produces also various alloys of zinc. The out- 
put has a thousand applications: the metal zinc or an 
alloy thereof is widely used for die-casting and the new 
tyle automobile radiator grills are a tribute to this art; 
it is used for galvanizing iron and steel; alloyed with 
copper it forms brass. Zinc oxide is a valuable pigment 
which, if it lacks the durability and covering qualities 
of white lead, has the offsetting advantages of being non- 
poisonous and not subject to discoloration by sulphur- 
etted hydrogen. Lithopone—barium sulphate and zinc 
silphide—is widely employed as a substitute for zinc 
oxide and white lead. 

For last year the New Jersey Zinc Co. reported net 
income of $5,250,789 after depreciation, depletion, fed- 
eral taxes, etc. This was equivalent to $2.67 a share on 
each of the 1,963,264 shares of common stock outstand- 
ing, and compared with earnings equivalent to $2.37 a 
share in 1935. This common stock is the sole capitali- 
ation: the company has neither funded debt nor pre- 
fered stock outstanding. 

Earnings this year are expected to be materially better 
than last. Indeed, the company’s president at the re- 
cently held annual meeting stated that if the first two 
months were any criterion it should be a “wonderful 
year.” Not only should the New Jersey Zinc Co. benefit 
from an increased demand for its products, but higher 
prices will add materially to profits. Last year the price 
of zine at New York averaged but little better than 
five cents a pound: today it approaches eight cents and 
may well go higher. Selling close to $90 a share, the 
common stock of the New Jersey Zinc Co. is clearly 
discounting some of the profits to be made from in- 
creased demand at higher prices. So clearly defined are 
the prospects, however, that the issue still appears 
attractive. An extra dividend of 50 cents a share was 
declared only the other day. 


Phillips Petroleum Co. 


Dividends Paid 
1936 
$2.50 


Earnings Per Share 
1935 1936 
$3.23 $4.02 


Recent Price 
$56 


Phillips Petroleum Corp. in 1936 made the best show- 
ing in ten years and marked progress was registered in 
all departments of the company’s business, which em- 
brace every major phase of the oil industry. For some 
time the company has been pursuing a program of 
expansion and integration, the results of which are ap- 
parent in the efficient functioning of its producing, refin- 
ing, transportation and marketing facilities. 

The company’s net production of crude oil last year, 
totaling nearly 20,000,000 barrels, was sufficient to meet 
all refinery requirements by a margin of nearly 6,000,000 
barrels. Production of gasoline increased 677,093 bar- 
tels to 9,333,393, while production of natural gasoline 
amounted to approximately 288,000,000 gallons, an in- 
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crease of 19,724,625 gallons, and a new high record for 
the company. As the leading marketer of natural gas 
for the manufacture of carbon black, Phillips supplied 
gas for 44% of the carbon black manufactured in the 
United States last year and the company’s own sales 
of carbon black increased about 15,000,000 pounds to 
38,412,042 pounds. The company’s sales of “Philgas” 
(liquefied petroleum gas) were the largest for the in- 
dustry and produced the largest profit for the company 
since this product was developed ten years ago. Market- 
ing outlets numbering 13,211 at the end of the year ac- 
counted for an increase of 52,118,656 gallons in the sale 
of all products—a new high record. 

All of the company’s funded debt was retired in 1935 
and at the present time the only capital liabilities ahead 
of the stock are $12,000,000 in serial notes, and purchase 
money obligations of $2,009,258. Last September the 
company sold 296,631 additional shares of stock to stock- 
holders at $30 a share, increasing the total outstanding 
to 4,449,052 shares. Financial position at the close of 
1936 was excellent; current assets, including $12,354,061 
in cash, amounted to $36,553,900, and current liabilities 
were $13,191,706. 

Net income of $17,875,489 last year was equal to $4.02 
a share on the amount of stock outstanding at the year- 
end, and $4.22 a share on the average number of shares 
outstanding during the year. In 1935, earnings were 
equal to $3.23 a share. Dividends, including an “un- 
classified” payment of $1, totaled $2.50 last year. With 
the outlook for the oil industry generally quite favor- 
able at this time, presaging a further rise in Phillips’ 
earnings this year, it is a virtual certainty that pay- 
ments to shareholders currently will be substantially 
larger. Aside from the merits of the shares as a possible 
inflation hedge, they are reasonably priced at 56 and are 
attractive for shorter term commitments as well. 


International Nickel Co. of Canada, Ltd. 


Dividends Paid 
1936 
$1.30 


Earnings Per Share 
1935 1936 
$1.66 $2.39 


The International Nickel Co. of Canada, Ltd., has 
just closed the best year of its history and everything 
points to its scaling new heights in 1937. Volume sales 
of nickel in 1936 were 30% greater than in 1935 and 
established an all-time record; volume sales of copper 
and platinum were 14% larger than in 1935 and like- 
wise established an all-time record; finally, a net profit 
of nearly $37,000,000, equivalent, after dividends on the 
preferred stock, to $2.39 a share of common represented 
yet another record. 

International Nickel has largely completed a major 
expansion program on which there was expended more 
than $11,000,000 last year. This has increased the com- 
pany’s annual productive capacity to more than 220,- 
000,000 pounds of nickel in all forms. During 1936 
capacity operations were maintained throughout the 
year and the company succeeded in turning out some 
169,000,000 pounds of nickel in all forms. Hence, it will 
be seen that International Nickel has placed itself in a 
position to supply the world with the record breaking 
demand for nickel which is expected to develop this 


Recent Price 
$68 
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year and so, the company should benefit accordingly. 

Although the commen stock of International Nickel 
is probably as near an ideal holding in the event of an 
inflationary rise in commodity prices as can be found, 
the price of the metal nickel remains virtually un- 
changed. This is because International Nickel itself 
makes the price and it has been pursuing the far-sighted 
policy of not trying to squeeze every cent it can from 
a pound of the metal, but has concentrated upon in- 
creasing the demand. One may be sure, however, that 
should there be a further marked increase in general 
commodity prices, the quotation for nickel will be re- 
vised upwards in accordance with the upward trend of 
the costs of extraction. In other words, International 
Nickel is in the unique position of being able to decide 
for itself the point at which the lines of price and out- 
put will meet to give the greatest net return. 

Although the pcsition is not quite so monopolistic as 
in nickel, the company plays a large part also in fixing 
the price for some of the rarer precious metals. On the 
other hand, its copper, silver and gold output are sold 
at the market. This year alone the price of copper in 
London is up more than £20 a ton which, on the basis 
of International Nickel’s last year’s production of 266,- 
000,000 pounds, means roughly $12,000,000 to the com- 
pany, or not so far from $1 a share on the 14,484,025 
shares of International Nickel outstanding. 

It is too early in the year, of course, to make more 
than a guess as to the earnings that International Nickel 
will show for 1937. It would seem, however, that stock- 
holders could count upon a certain increase in demand 
for the various metals produced by their company, if 
only because of the world-wide armament race. Allow- 
ing for this increase in demand and allowing only for 
the price advances that have been made so far, Inter- 
national Nickel should earn the equivalent of more than 
$4 a share. Should a further advance in prices take 
place, this figure would have to be revised upwards 
accordingly. Looked at from the point of view of this 
year’s, rather than last year’s, earnings, the common 
stock of International Nickel at $68 a share appears 
much less high-priced. 


Ohio Oil Company 


Dividends Paid 
1936 
$0.60 


Earnings Per Share 
1935 1936 
$0.33 $0.70 (Est.) 


Recent Price 
$22 


Activities of Ohio Oil Company are concentrated 
largely in the production branch of the petroleum in- 
dustry, although the company holds some representation 
in both the refining and distributing divisions. The total 
acreage owned at the end of 1935 comprised about 1,220,- 
000 acres, of which about 260,000 acres were under active 
operation with approximately 11,000 producing oil wells. 
Although the most important production is obtained 
from mid-Continent fields, the company’s crude reserves 
are widely scattered over fifteen different states. New 
development has been carried on actively on the West 
Coast, in Wyoming and the Gulf Coast area in recent 
years. Estimated crude oil reserves at the end of 1935 
(latest available data) were about 600,000,000 barrels. 

In common with other producing units in the indus- 
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try, actual production has been considerably restricte 
by the limited field allowables under the proration sys. 
tems in effect in the various oil producing states. ]) 
contrast with the large developed crude supply, actual 
production in 1935 was limited to 18,300,000 barrels 
Although 164 new wells were completed in the first nine 
months of 1936, actual production was not increased 
proportionately because of reductions in field allowable 
in various sections where the company has producing 
acreage. However, reserves have been increased yb. 
stantially by new developments in Yates County, Texas. 
and by proving of a large tract on the Medicine Boy 
structure in Wyoming and at Lance Creek, Wyoming. 
In one respect, proration has aided Ohio Oil by provid. 
ing for reductions in inventory oils, this item having 
been reduced by $2,243,500 in 1936 to $19,113,667 at 
the end of the year, notwithstanding increased prices 
for petroleum products during the year. Considering 
the still large surface supplies and proven underground 
reserves, Ohio Oil is in an unusually favorable position 
to benefit from the uptrend in petroleum prices and the 
increasing volume of physical consumption—two trends, 
which are likely to continue for some time. Even though 
the industry should discover large new reserves, the 
present system of voluntary state proration, fortified by 
the Interstate Oil Compact, appears to afford adequate 
protection against the kind of price unsettlement which 
in the past impaired oil company earnings in recurring 
periods. 

Earnings of between 65 and 70 cents a share estimated 
for 1936, on the 6,563,377 shares of no par value com- 
mon stock outstanding, while representing about twice 
the per share earnings of preceding two years, neverthe- 
less do not appear adequately to reflect the full earnings 
potentialities of the company. On the basis of the in- 
crease in crude oil prices already posted since the start 
of the present year and the increase in physical volume 
of consumption, profits available for common. stock- 
holders might well be doubled again in 1937. The com- 
pany is well fortified with cash and net working capital 
to continue the aggressive program for development of 
unproven acreage which the management has been car- 
rying out with marked success during the past year or so. 
Ohio Oil common stock appears moderately valued at 
current quotations in view of highly favorable prospects 
for substantial earnings improvement and the probabil- 
ity of special demand for oil producing shares as infla- 
tion sentiment grows. 


Climax Molybdenum Co. 


Dividends Paid 
1936 
$0.80 


Earnings Per Share 
1935 1936 
$1.28 $2.07 


Recent Price 
$55 


Credited with owning 95% of the world’s known 
supply of molybdenum, Climax Molybdenum enjoys 
a virtual monopoly and is reported to supply 75% of 
the world’s demand. “Moly,” as it is more familiarly 
known, may be a comparatively new product, but 
Climax is not a new company, having been engaged 
for some years in developing the uses of molybdenum. 
In fact, the metal owes much of its present status to 
the research efforts conducted by this company, and 
Climax is largely responsible for the growth of the metal 
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ricted f to. a point where it has become one of the most impor- 


ant alloying agents. In 1929 molybdenum was utilized 
in only 8% of the alloy steels but at the present time 
he percentage is better than 30 and still gaining. Also, 
the metal has been finding broader use in chemistry 
jsa catalytic agent. Among important domestic users 
of the metal, the automobile industry is the largest, 
although such other fields as machinery, machine tools, 
yviation and marine are also large consumers. A con- 
jderable portion of Climax’s output is exported, most 
of which is doubtless used in the manufacture of 
armaments. 

The extent to which the demand for molybdenum has 
gown in recent years is revealed by the company’s 
rports. In 1931, Climax did a gross business of less 
than $1,500,000. By 1935, however, gross had risen to 
$6,346,906, and last year increased more than $5,000,000 
to $11,536,728. Of particular significance is the com- 
pany’s ability to save a substantial portion of gross for 
net income, despite the fact that prices of molybdenum 
have been steadily reduced. Last year net income of 
$5,206,111, after depreciation, depletion and taxes, was 
4% of gross and equal to $2.07 a share on 2,520,000 
shares of stock comprising the entire capitalization. In 
1935 the shares earned the equivalent of $1.28 each. 

During the past two years the company has spent 
some $3,700,000 for additional facilities, resulting in a 
50% increase in output last vear, and it has been offi- 
cially stated that with the completion of the new 
crushing system in the near future the company will be 
able to increase current output another 50%. 

Last year, dividends aggregated 80 cents a share and 
early this year a payment of 30 cents was declared, 
which compared with 20 cents regular and 20 cents extra 
paid last December. Finances are comfortable and with 
the strong probability that current earnings will record 
another important gain, the anticipation of larger divi- 
dends or the payment of extras appears to be well 
founded. At the present time the shares are quoted 
“over the counter” around 55, but it has been reported 
that the company is planning a New York Stock Ex- 
change listing. At current prices, a generous valuation 
is placed on the company’s prospects, but a reasonable 
case can be made for this valuation on the strength of 
the company’s monopolistic ownership of a product 
which appears destined to become of major importance. 





Eagle-Picher Lead Co. 


Earnings Per Share Dividends Paid 
1935 1936 1936 


$0.61 $0.75 $0.60 


Reporting earnings equivalent to only $0.75 a share 
on the outstanding common stock, compared with $0.61 
a share in 1935, the showing of the Eagle-Picher Lead 
Co. for last year was under popular expectations. The 
official explanation, however, was to the effect that the 
1936-earnings reflected only in small part the sharp rise 
in lead and zine prices because of advance covering on 
the part of customers, some business being extended 
into the present year. That 1937 has started well was 
confirmed by Mr. Bendelari, the company’s president, 
who said last month that sales of manufactured prod- 
ucts were running well ahead of 1936. 


Recent Price 
$24 


APRIL 10, 1937 








The Eagie-Picher Lead Co. is an old-established or- 
ganization whose business is a completely integrated 
one. It mines and smelts zinc and lead ores and then 
manufactures the metals into finished products. The 
company’s scope is a wide one, for its output includes 
all kinds of finished plumbers’ goods such as pipe, traps 
and bends, various solders for canners, lead and zinc 
pigments, oxides for rubber makers, varnish makers, 
potters and others, various insulating materials and 
cements. Last year, fabricating plants produced the 
largest tonnage since 1930. 

The capitalization of the Eagle-Picher Lead Co. con- 
sists of 900,000 shares of common stock of $10 par value, 
senior to which there are 5,554 shares of 6% preferred 
stock of $100 par value. There is no funded debt. At 
the end of last year, total current assets were reported 
as $9,090,000, of which $771,000 was in the form of cash. 
Current liabilities aggregated $1,800,000, including 
$500,000 of notes payable. 

Although it is likely with any further marked increase 
in business volume that the Eagle-Picher Lead Co. 
would have to go out and buy in the open market a 
material portion of its fabricating departments’ raw 
material needs, any disadvantage that this might bring 
because of rising metal prices would be more than offset 
by its own extractive operations. In any event the addi- 
tional mining properties acquired by the company over 
the past few years have greatly improved its position 
to take advantage of a rising trend of prices. A smaller 
company, and possibly slightly more speculative than 
the stocks of some of the other companies in this group, 
Eagle-Picher Lead nevertheless faces a bright future 
which should redound to the benefit of stockholders. 





Republic Steel Corporation 


Dividends Paid 
1936 
none 


Earnings Per Share 
1935 1936 
$0.49 $1.97 


Republic Steel, the third largest unit in the industry, 
is fully integrated from the extraction of iron ore, coal 
and limestone to the manufacture of finished steel prod- 
ucts. Iron ore reserves located in Michigan and Min- 
nesota ranges and in Alabama are estimated to include 
about 170,000,000 tons of recoverable ore and, in addi- 
tion, large reserves are held by associated interests. Coai 
reserves in the Appalachian district and in Alabama con- 
tain some 200,000,000 tons. Acquisition of Gulf States 
Steel, now being consummated, would substantially 
increase iron and coal supplies of the Southern plants, 
the former by 100,000,000 tons and coal by between 
350,000,000 and 400,000,000 tons. Utilization of natural 
gas under favorable contracts enables the company to 
conserve its Southern fuel reserves. From the stand- 
point of raw material supply available at relatively low 
cost, the company, therefore, might be said to hold a 
well integrated position. 

The scope of operations of Republic were considerably 
expanded during the latter part of 1935, through the 
acquisition of Corrigan, McKinney Steel Co., and 
Truscon Steel. For some time the company has been 
engaged in a program of plant modernization. Late last 
year an issue of $25,000,000 (Please turn to page 852) 
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The Cigarette Companies Appraised 


Volume Rising — Costs Higher 


BY JAMES L. CURTISS 


(a outcome of a neck-and-neck race 

between rising costs and rising volume 

in the popular brands of cigarettes will 

settle the question of earnings for the 

big tobacco companies this year. In 

last year’s race between the same contestants, “volume’ 
by a magnificent spurt towards the end of the period 
won by a nose. R. J. Reynolds reported earnings the 
equivalent of $2.92 a share of common, compared with 
$2.39 a share for 1935; Liggett & Myers was exceptional 
in that it reported the highest profits in its history, 
equivalent to $7.25 a share against $4.91 a share for 
1935: while Lorillard’s income was equal to $1.51 a 
share, compared with $1.26 a share in the previous 
period. The American Tobacco Co. was the only one 
of the “big four” to disappoint its stockholders, showing 
earnings of only $3.70 a share against $4.57 a share in 
1935. 

The most striking features of these results, of course, 
is the great difference in the respective showing of Lig- 
gett & Myers and American Tobacco. It is, however, 
characteristic of the cigarette companies that first one 
and then the other forges ahead. One company will ini- 
tiate a tremendous advertising campaign and gain a tem- 
porary advantage and then, when advertising appro- 
priations are cut in order to bolster profits, sales will 
commence to drift downward. American Tobacco last 
year was in the stage of heavy advertising and this 
helped to cut profits: during the present year it should 
be the company’s turn to reap the benefits. Liggett & 
Myers on the other hand may well show smaller profits 
in 1937 than were shown in 1936, a possibility that was 
hinted by no less an authority than the company’s presi- 
dent at the annual meeting last month. 

For these reasons it is justifiable to average out Lig- 
gett & Myers and American Tobacco when considering 
the industry as a whole and on this basis it will be seen 
that last year was one of generally moderate progress 
for the “big four.” And this, despite the further gains 
of Philip Morris with its “Marlborough” and “Philip 
Morris” brands, Axton-Fisher with “Twenty Grand” and 
“Spuds,” and a subsidiary of British-American Tobacco 
with “Kools,” “Raleigh” and other brands. 

Before confining the discussion to the big companies 
exclusively, it might be noted that their position is 
fundamentally different to that of these smaller factors 
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in the field. The output of Philip 
Morris, Axton-Fisher and the British- 
American subsidiary combined is esti- 
mated to be but little more than 15 
per cent of the country’s total. Thus, 
these companies—as Philip Morris has well proved— 
may show gains out of all proportion to the progress 
being made by the industry in general. This is in ac- 
cordance with the old rule which holds that small earn- 
ings can be doubled a great deal easier than large earn- 
ings and that the small company may even gain when 
the large one is losing ground. So far as the big tobacco 
companies are concerned, it may be taken for granted 
that when allowance is made for the periodic ups and 
downs of individual companies they will progress and 
retrogress pretty much as a unit. 

Higher prices for tobacco and other raw materials, 
together with increased taxation, are the two most im- 
portant factors on the adverse side of the outlook for 
the big tobacco companies. It is impossible even to 
guess to what extent the individual manufacturers have 
been hit by the rise in tobacco prices seen so far. In 
the first place, their tobacco costs are carried into the 
profit and loss account at a three-year average; in the 
second place their cigarettes are all blended and the 
proportion of different tobaccos varies; in the third place 
the tobacco market often fluctuates wildly as it has this 
season in the case of burley and conceivably there could 
be a considerable difference between cost figures on the 
same crop. 

However, even though we do not know exactly the 
part played by higher tobacco prices in raising costs, 
certainly they have made an important difference. Re- 
ferring to the fact that the manufacturers of the popular 
priced cigarettes raised their prices from $6.10 a thou- 
sand to $6.25 a thousand (subject to discounts of 10 
per cent and 2 per cent) in January of this year, Presi- 
dent Andrews of Liggett & Myers said that the fifteen- 
cent advance would only partially compensate for higher 
tobacco costs, since it had not been carried through to 
embrace smoking and chewing tobaccos. 

In addition to the adverse influence on profit margins, 
higher tobacco prices—coupled, of course, with the in- 
crease in business—have begun to raise hob with the 
liquid position of the big tobacco companies. At the 
end of 1932 Liggett & Myers had some $73,000,000 in 
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cash and gilt-edged bonds: today the company 
has less than $25,000,000 and the balance sheet 
at the end of last year disclosed that it was bor- 








rowing $2,500,000 from the banks. A similar 160 
comparison for R. J. Reynolds shows a decline 
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of cash items from $60,000,000 to less than 150 
$6,000,000; for American Tobacco a decline from 
846,500,000 to $19,500,000; and for Lorillard a 
decline from $17,000,000 to $11,000,000. Except 
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for Lorillard, whose inventories at the end of 
last year were less than at the end of 1932, the 
huge decline in cash items has a counterpart in 
greatly expanded inventory. 

When it becomes necessary for a group of 
companies to expand inventory as much as it 
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has in the case of the tobacco companies, there aul 


immediately arises the question of how much 
longer such a trend can last before it becomes 
necessary to raise additional capital. In days 
gone by the problem was often met by a re- 
tention of earnings. Now, however, that we 
have the tax on undistributed profits, to meet 
it in this way is so expensive that few companies | 
will face the cost, as was amply demonstrated | 
by the veritable flood of extra and special divi- | 
dends at the end of last year. On the other | 

| 





hand, new capital, however it is raised, dilutes 
the equity in earnings of existing stockholders— 
and more especially would this be so if the new 
money were placed in a commodity such as 
tobacco which must season for several years. 
While not something pressing for immediate set- 
tlement, the investor will keep at the back of 
his mind that the combination of high, or higher, 
tobacco prices and increased sales volume may 
put the big tobacco companies in the market | 
for additional working capital. It is, of course, 
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that we are in an inflationary era with the price ‘ 
of all commodities trending upwards and that the Gov- 
ernment is committed to a program that assures the 
tobacco farmer and all other farmers a higher income. 
Thus, while the fifty cents or more a pound which was 
paid for burley during the last season may not be dupli- 
cated in the near future, there is every prospect that 
tobacco prices will remain comparatively high. 
Taxation is the second adverse factor in the future of 
the big cigarette companies. There are several phases 
to this matter. These companies are, of course, subject 
to the general increase in taxation affecting all com- 
panies—the higher Federal income taxes, the increased 
local taxes and so forth. Then there is the six-cent 
Federal stamp tax. Apparently there is no disposition 
to raise this, but there has been some talk of an amend- 
ment which would vary the stamp tax in accordance 
with price and so afford the manufacturer of the ten- 
cent cigarette some relief. Under present conditions the 
latter is doomed as soon as his supplies of lower priced 
material give out, but if his stamp tax were lowered to, 
say, four cents on a pack of twenty he would take a new 
lease on life and might again make real inroads into the 
business of the big companies. But all this is no more 
than rumor and should be given weight only as such. 
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Looking to the longer-term future, it is in the matter 
of state sales’ taxes that the taxation menace looms the 
largest for the big cigarette companies. At the present 
time nearly half the states impose such taxes and they 
run to as much as five cents a package. Bootlegging 
within the state that imposes such taxes and buying im a 
non-taxing state have tended so far to largely nullify 
the adverse effects. However, if any considerable num- 
ber of additional states enacted laws of a similar kind 
the resulting higher prices would hit the cigarette com- 
panies where they can ill afford to be bit: higher prices 
would tend to cut down the gain in sales volume on 
which they are counting to offset the rise in tobacco, 
labor and other costs. 

Increasing sales volume is the bright side of the pic- 
ture for the big tobacco companies. Last year produc- 
tion of cigarettes totalled more than 153 billion, com- 
pared with less than 135 billion in 1935 and less than 
126 billion in 1934. While output of cigars, manufac- 
tured tobacco and snuff has been gaining also and while 
these other items are profitable, the big tobacco com- 
panies are going to sink or swim on their popular-priced 
cigarettes. In the first two months of this year the 
gains in cigarette output have (Please turn to page 852) 
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THE BUSINESS ANALYST 























—— the majority of lead- 
ing industries which enter into our 
Business Activity Index have con- 
tinued to expand operations at a 
considerably better than normal 
seasonal rate during the past fort- 
night, reductions in automobile as- 
semblies occasioned by strikes at 
several large plants and consequent 
slight recessions in lumber ship- 
ments, check payments and the 
amount of money in circulation, 
have a little more than counterbal- 
anced these favorable factors and 
caused the Index to flatten out 






























































— Steel at New High 
— Gain in Building 
— Oil Outlook Good 


— Motor Profits Lower 


operation of marginal machinery 
and to escape the danger of over- 
production. 


Since our last issue, the Index of 
Raw Material Prices has advanced 
to a fresh recovery height—this time 
under the leadership of its non- 


metallic components—and conserva- 





aking. the Pulse of Business 





barrassing will become necessary 
this autumn in retail prices. Thus 
far the rise in living costs has been 
much less in the United States than 
elsewhere. According to the League 
of Nations, the advance in 1936 over 
1935 was only 214% to 5% in this 
country, Great Britain and Peru; 
compared with 5% to 10% in Po- 
land, China and Italy; 12% to 13% 
in France and Chile; and 15% in 
Roumania. This in spite of the cir- 
cumstance that the United States 
ranked second in expansion of in- 








dustrial activity during 1936, 





at a level about 27% higher 
than a year ago. 

Pre-Easter retail sales, though 
well ahead of the corresponding 
period last year, when Easter 
came later, fell somewhat short | 
of early expectations—the rea- | 
sons for this being variously 
ascribed to strikes, adverse 
weather conditions, and some 
diversion of ready cash to in- 
come tax payments. Sales re- 
ports for February were emi- 
nently satisfactory for the most 
part when compared with Feb- 
ruary, 1936. Thus the wholesale 
turnover increased 18%, per- 
mits for residential construction 
work rose by 9% in estimated | 
cost, while new life insurance 
gained 7.5%. On the other 
hand, machine tool makers re- 
ported an improvement of only 
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497% in new orders, compared | 





having been surpassed only by 
Russia with her increase of 30%. 

Under existing conditions, 
price trends and the outlook 
for business activity are rather 
closely interdependent; since 
business expansion has contrib- 
uted to the price advance, while 
rapidly rising prices stimulate 
speculative production. A sud- 
den turn for the better in po- 
litical conditions abroad during 
the past fortnight may conceiv- 
ably lead to a breathing spell in 
the competitive buying of world 
staples and so cause at least a 
temporary halt to the marking 
up of raw material prices. Oth- 
erwise the longer outlook is for 
further expansion in business 
and prices. .March income tax 
collections have fallen $150,- 
000,000 short of Treasury esti- 
mates, expenditures for unem- 











with the 80% spurt in January 
when demand was exceptionally in- 
sistent in anticipation of scheduled 
price increases. Cotton textile mills, 
moreover, are running ahead of cur- 
rent sales, a natural consequence of 
booking their output far ahead, and 
are now planning a return to the 
40-hour week in order to save on the 
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tive business interests are becoming 
somewhat uneasy over the tight 
price situation. Wholesale prices, 
though slow at first in reflecting the 
startling advance in labor and mate- 
rial costs, are now 10% higher than 
a year ago, and it is feared in the 
trade that increases at least as em- 


ployment are still uncomfortably 
high, and no one knows how long 
Government deficits will continue to 
feed the flames of inflation. Mean- 
while the country’s purchasing 
power still expands rapidly, as evi- 
denced by the February increases 
of 17% in factory employment, 30% 
in factory payrolls and 24% in farm 
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income, compared with February, 
1936. 

On the other, nearby business 
prospects remain somewhat clouded 
by labor conditions. As this is writ- 
ten, it seems that an early settle- 
ment of automobile plant strikes 
will soon permit a sharp pick-up in 
motor car production; yet soft coal 
production is abnormally heavy, 
and presently must fall off sharply, 
strike or no strike. 


The Trend of Major Industries 


STEEL—With steel ingot output 
on an actual tonnage basis at the 
highest level since June, 1929, sev- 
eral producers are refusing orders 
known to be intended for building 
up inventories against further price 
advances later, and a_ surprising 
amount of steel booked at the re- 
cently posted higher prices is being 
shipped currently for immediate 
consumption the while deliveries are 
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STEEL OPERATIONS 
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still being completed on bookings 
at former lower prices. Orders for 
railroad steel are tapering off sea- 
sonally; but the deficiency is ex- 
pected to be more than made up by 
an expanding volume of structural 
business as the building season 
draws near. Supplies of scrap are 
being raked from remote corners to 
meet the urgent demand from both 
domestic and foreign sources. Owing 
to higher costs of steel, machine tool 
prices will be advanced by an aver- 
age of 10% on April 1. On a pro- 
duction increase of 44% for the in- 
dustry in 1936, the aggregate net 
profits of 17 leading steel companies 
were 184% higher than in 1935. 


CONSTRUCTION — The aggre- 
gate value of construction contracts 
awarded in 37 States East of the 
Rockies during the first two months 
of the current year came to a little 
less than half the total for the cor- 
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responding period of 1929. For the 
first half of March, privately 
financed construction started in the 
New York area amounted to 214 
times the publicly financed volume. 
Part of this rapidly rising ratio is 
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due to tapering off of public works 
activities along with an expanding 
volume of private building, and part 
to increasing costs of residential 
construction. Estimates show that 
an average six-room house of about 
24,000 cubic feet now costs one to 
two thousand dollars more than a 
year ago. The benefits to suppliers 
of building material are evident 
from reports that, during the first 
two months of the current year. 
cement shipments increased 62% 
over the corresponding period of 
1936, shipments of Hudson River 
brick mounted by 220%, lumber 
shipments gained 10%, paint sales 
rose 17%, while plate glass output 
increased 30%. 


OIL—That the oil industry is 
still in strong statistical position 
may be gathered from the circum- 
stance that, while crude production 
is now running 26% ahead of last 
year, stocks of motor fuel are up 
only 13%, while crude inventories 
are actually 6% lower than a year 
ago. On the Pacific Coast retail 
prices of gasoline have been ad- 
vanced a half cent and California 
has raised her crude production 
quota by 10% for April. The Bu- 
reau of Mines estimates that the 
April demand for motor fuel will 
approximate 43 million gallons, an 
increase of 10% over April, 1936. 


METALS—In the face of a reac- 
tionary tendency abroad, unsold 
supplies of copper in the hands of 
domestic producers have fallen so 
low that the price has just been 
advanced to 17 cents, which is with- 
in a cent of the level at which the 








red metal was long pegged during 
the 1929 boom. Sales of fabricated 
copper products in the United States 
during the first two months of the 
current year were the largest for 
any corresponding peace-time pe- 
riod in the history of the industry. 
Domestic lead stocks are now down 
to only a three-months’ supply, but 
prices have reacted somewhat dur- 
ing the past fortnight. Tin prices 
are holding at the year’s high, 
though world visible supplies are 
35% greater than a year ago. True, 
world visible did decline 10% dur- 
ing February; but there is an un- 
easy feeling in the trade that ivis- 
ible supplies are becoming topheavy. 


RAILS—The first 45 railroads to 
report for February managed to 
convert a 7% gain in gross into a 
14% increase in net operating in- 
come. While the granting of freight 
rate increases sought on selected 
basic commodities would produce 
$53,500,000 additional revenue an- 
nually, the gain would be more than 
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wiped out if labor should be suc- 
cessful in its recent demands for a 
10% wage increase. Obviously the 
future of railroad earnings must still 
rest chiefly upon prospects of fur- 
ther expansion in the heavy goods 
industries, which fortunately remain 
bright. 


RAILROAD EQUIPMENT— 
Class I railroads on March 1 had 
42,212 new freight cars on order, 
the greatest number for any corre- 
sponding date since 1926, and near- 
ly 250% more than a year ago. 


AUTOMOBILES—Domestic fac- 
tory sales of automobiles in Febru- 
ary, amounting to 364,000 units, 
were 27% ahead of February, 1936, 
though 4% below January. The 
cumulative gain for two months has 
been 92,000 vehicles, or 14%. 
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Despite this increase, however, it is 
expected that first quarter profits, 
except in a few instances, will be 
somewhat lower than for the corre- 
sponding period of 1936, owing to 
strike expenses and higher material 
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and labor costs. Another advance 
in tire prices is looked for before 
long if the cost of crude rubber con- 
tinues to rise. There is talk in the 
trade of bringing out new models 
earlier this year in order to hasten 
the time when car prices can be ad- 
vanced with least consumer re- 
sistance. 


MERCHANDISING—Wholesale 
trade in February, with a sales in- 
crease of 18% over February, 1936, 
did proportionately better than re- 
tail trade. The best showings were 
in silk, rayon, diamonds and shoes, 
for which gains ranged from 50% to 
65%. Chain store sales, on the other 
hand, reported an average rise of 
less than 1%, with candy and gro- 
ceries showing sub- 


sible interruption of supplies and a 
probable price increase after April 1, 
when the miners’ agreement ex- 
pired, large consumers of soft coal 
have been building up stocks this 
year to a point far in excess of nor- 
mal requirements; so that, strike or 
no strike, a sharp decline in output 
and shipments should soon take 
place. International demand for 
coal is expanding and, with Great 
Britain no longer selling to Italy 
or Germany, the two latter coun- 
tries are being forced into our mar- 


ket. 


NEWSPRINT—Earnings of pa- 
per mills will be materially bene- 
fited by the recent advance in 
newsprint prices to $50 a ton for 
1938 deliveries, and it is predicted 
in the trade that the price in 1939 
will be raised still farther to $65. 


CONTAINERS— Effective April 
1. paperboard container prices have 
been advanced by 15% to 35%, the 
highest level since 1927, owing to 
higher production costs; and_ still 
further increases are looked for in 
the not distant future. The larger 
companies are expected to profit 
handsomely from these higher 
prices; but smaller independents are 
being squeezed by a distinct short- 
age of paperboard. 


UTILITIES — Although electric 


power output is currently running 


i 





around 18% ahead of a year ago, 
the common stocks of public utility 
companies continue to sag slowly in 
market price. For the time being 
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investors are not attracted to an in- 
dustry which is being squeezed be- 
tween Government regulation and 
competition on the one hand and 
mounting taxes and operating ex- 
penses on the other. The utilities 
will be especially hard hit by higher 
coal prices; though the third of that 
industry which uses water power 
will escape this handicap. 


Conclusion 


Despite continued advances in 
the Raw Material Price Index, this 
time in the non-metal sections, 
Business Activity has flattened out 
during the past fortnight in conse- 
quence of labor trouble at large 
motor car plants. Whether or 
not renewed business expansion 





stantial declines from 





a year ago. In the al 
New York area, de- | P 
partment store sales | 
during the first half | 

of March increased |f so 
7.8% over the corre- | 
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1937 Indexes 











Monday, Mar. 22... 
Tuesday, Mar. 23...... 
Wednesday, Mar. 24 
Thursday, Mar. 25..... 
Friday, Mar. 26 
Saturday, Mar. 27. 


Monday, Mar. 29... 
Tuesday, Mar. 30 
Wednesday, Mar. 31 
Thursday, Apri! 1. 
Friday, April 2 
Saturday, April 3...... 








H—New HIGH record since 1931. 


(1925 Close—100) High Low ines 20 — 27 April 3 
106.0 78.4 330 COMBINED AVER, 122.0 106.0 117.2 16.6 115.1 
204.6 113.4 5 Agricultural Implements... 240.6 204.6 227.5 226.7 230.4 
68.6 39.9 6 Amusements. . ba dase nees} © 72.6 66.7 67.8 66.7x 68.2 
143.5 116.8 Aut ies... 146.6 126.3 128.4 130.0 126.3x 
24.9 17.7 13 Automobile: $. Raa gie hi a Vala 6 30.1 23.3 B 28.3 27.3 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 156.8 170.1 163.5 160.2 
23.8 12.6 3 Baking (1926 Cl.—100).. 28.5 21.8 23.6 24.3 24.0 
500.9 318.6 2 Bots. & Cks. ('32 Cl. —100) 536.0 456.6 532.4 525.1 507.3 
262.0 202.8 3 Business Machines........ 308.6 262.0 286.3 282.7 275.9 
ik dee. ee BS eres 213.3 214.7 216.6 215.1 
237.1 187.5 10 Chemicals.......... $e 228.7 243.4 247.2 247.7H 
73.8 42.8 145 Construction........ 73.4 83.4 82.6 81.1 
166.4 87.9 10 Copper & Brass 165.9 195.5 200.1 192.8 
47.8 39.3 2 Dairy Products........... 40.6 41.9 41.7 40.6x 
41.8 23.3 10 Department Stores........ 42.7 36.0 39.5 38.6 38.3 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92.1 108.1 107.5 102.3 
441.1 227.2 2 Finance Companies....... 388.4 332.0 338.7 343.3 332.0x 
70.1 60.9 7 Food Brands............. 71.9 65.6 69.4 68.1 67.2 
56.6 41.4 4 Food Stores............. 53.2 49.2 50.0 49.3 49.2x 
103.2 65.7 by San 122.3 103.2 118.2 116.6 116.5 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 1135.3 1172.1 1189.3 1135.3x 
51.0 36.6 5 Investment Trusts.......... 58.6 49.2 55.5 55.0 53.7 
341.6 265.2 3 Liquor (1932 Cl—100)... 317.8 277.4 317.8h 317.5 311.0 
189.5 134.7 9 Machinery.............. 209.8 189.5 191.2 191.2 191.2 
107.4 61.3 2 Mail ——. Gas en Caer s 104.2 89.6 97.7 96.6 94.6 
83.9 59.4 4 Meat Packing............ 109.6 79.6 101.4 99.3 96.6 
232.5 159.5 . oe Mining & Smelting.. 334.1 232.5 306.7 315.3 310.1 
ae a eee 25.4 19.0 23.0 23.0 25.4H 
142.8 97.2 24 a & Natural Gas,.. 158.8 142.8 151.6 153.5 158.8H 
96.6 67.2 18 Public Utilities........... 114.9 95.0 99.7 96.5 95.0x 
35.4 26.7 4 Radio (1927 Cl—100),... 31.7 27.6 28.6 28.1 27.6x 
100.4 52.5 9 Railroad Equipment....... 112.9 98.9 101.5 100.3 98.9x 
39.8 27.3 24 Railroads................ 48.6 37.2 48.1 46.5 45.6 
ee rr 28.5 22.5 24.0 23.8 22.5x 
87.6 62.7 4 Shipbuilding............. 87.6 75.6 78.9 77.6 75.6x 
124.5 85.2 12 Steel & lron............. 165.6 124.5 157.1 159.6 156.3 
i ee eS, eee 45.2 38.7 40.9 40.6 41.5 
175.6 142.5 2 Sulphor................. 171.2 159.9 160.4 162.8 168.9 
97.4 76.6 3 Telephone &Telegraph.... 85.3 78.3 81.4 79.0 78.3x 
BBS GRO 8 TONGS. oon ccc ceecescs 91.8 77.1 84.0 81.7 82.0 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 28.2 28.3 28.2 
9100.2 87.2 4 Tobacco........0....:0- 99.4 87.7 87.7x 88.8 88.3 
76. | a jee 71.9 56.5 60.6 60.9 56.5x 
369.2 232.5 4 Variety Stores........... 346.8 300.1 305.0 303.1 300.1x 


h—New HIGH this year. 


x—New LOW this year. 


DAILY INDEXES OF SECURITIES 


N. Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks——. 
40 Bonds 30 Indus. 20 Rails High Low 
86.75 179.82 60.18 134.74 132.24 
86.86 181.87 61.13 134.35 132.46 
87.14 184.32 61.34 135.42 133.37 
87.36 184.08 60.79 136.24 134.48 
Paes EXCHANGE CLOSED 
87.32 184.95 61.05 135.09 134.31 
87.28 184.09 60.94 135.37 134.15 
87.29 186.77 62.30 136.39 134.08 
87.24 186.41 61.73 127.04 135.73 
86.75 185.19 61.09 136.30 134.92 
eee 86.33 182.75 60.13 134.80 132.67 
86.32 183.54 60.46 134.68 133.84 


Sales 
2,025,960 
1,593,760 
1,429,910 
1,249,740 


531,590 


871,470 
1,224,910 
1,662,770 
1,207,820 
1,635,030 

643,050 








STOCK MARKET VOLUME 





7,245,050 6,830,960 

Total Transactions Same Date 
Year to April 3 1936 

162,761,286 185,562,995 


10,364,£90 


Same Date 
1935 


53,407,570 


Week Ended April 3 Week Ended Mar. 27 Week Ended Mar. 20 








age 


'93-95— 100. 
ended April 1. 





F. + Ae gue id states. 


(e)—Estimated. 
*—000 omitted. {—000,000 omitted. 
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Latest figures compiled as of April 5. (b6)— 1,000 Gross tons. 
(f)—Dun & Bradstreet. 
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Latest Previous 

MONEY RATES Week ee 

Time Money (90-day). 114% 114% 

Prime Commercial Paper... . . 1% [1@1%4% 

Cal MOROY. ...c ce cssccsee 1% 1% 

Re-Discount Rate........... 14% 114% 
CREDIT 

Bank Clearings, N. ¥.7...... $3,622 $4,475 

Bank Clearings 

(outside N. ¥.)f......... 2,140 2,414 

Brokers’ Loans, F. R.7... , 1,092 1,120 
Mar. 1 Feb. 1 
Brokers' Loans N. Y. S. E.7. $1,074 $1,026 
New Corporate Financing?. . 221 225 
Latest Previous 
COMMODITY PRICES Week ee 
Finished Steel* c per Ib...... 2.605 £.605 
Pig lron* $ perton......... 23.25 23.25 
Steel Scrap* $ perton...... 21.92 21.75 
Copper, $ perlb........... a 16% 
end, Sper... 2.2 c css. -069 -0695 
DG, BOE. 660. coc ce oe .075 -075 
Tin, $ per Ib... 625g 66%, 
Rubber, $ per i. -261/4 -259¢ 
o—_, S (Mid- Cont. - $ per 
a Er ree 1.27 1.27 
sme raw, $perlb......... .0345 .0350 
Silk, raw, $ perlb.......... 2.00 2.04 
Wool, raw, $ perib........ 1.12-1.15 1.12-1.15 
Wheat, Price, May, $ per bu. . 1.43%, 1.4252 
Cotton Price, May, $ per Ib. -1446 .1348 
Corn Price, May, $ per bu... 1.2614 1.1834 
KEY INDUSTRIES Feb. Jan. 
Steel Ingot Prod. (6) (tons).. 4,425 4,737 
U. S. Steel Corp. Shipments 

CG cnek newannes< 1,134 1,150 
Pig Iron Production (b) (tons). 2,995 3,212 
Operating Rate, % Capacity. 91.0§ 90.0 
Auto Production........... 383,637 399,426 
Bldg. Contract Awards (d)*.. 188,591 242,844 
Residential Bldg. (d)*....... 63,012 78,424 
Cement Shipments*(bbls.). . . 5,163 4,680 
Coal Production (tons) Bit... 41,740 40,940 
Cotton Consumption (bales)*. 664 678 
Mach. Tool ween *26— 

100%...... eet 165.2 200.3 

Latest Previous 

Week ee 
Oil Prod., daily aver. (bbls.)* 3,431 3,448 
Stocks of Ga-:oline and Fuel 

ro aS Geen 83,538 81,623 

Elec. Pwr. Output (kwh)... . 2,200 2,211 
Latest Previous 
TRANSPORTATION Week ee 
CeO 6 5 notices ees 761 759 
Miscellaneous Freight*..... 318 314 
Merchandise, L.C.L.*...... 170 171 
TRADE Feb. Jan. 
Dept. gone Sales '23-25— 

NI os cesar ae Abie ives 95 93 
Mail cane oO ee $52,855 $63,154 
Merchandise Imports*...... 277,805 240,396 
Merchandise Exports*®...... 232,504 221.550 
Business Failures (F)......... 721 811 

EMPLOYMENT Feb Jan. 
re 98.9 96.5 
Durable Goods Industries (G). 93.2 90.3 
Consumers Goods (G)...... 105.1 103.1 
Factory Payrolls (G)........ 95.7 90.6 
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The Personal Service Department of Tue Macazine or Wau Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





General Cable Corp. 


If General Cable should earn $4 on its 
common shares this year, which I understand 
is possible at current rate of operation, 
shouldn’t these shares sell higher? Are there 
factors I haven’t considered that might hold 
them back?—H. O., Seattle, Washington. 


If, as you indicate, General Cable 
Corp. should earn $4 a share for its 
common stockholders in 1937, it ap- 
pears highly probable that the 
shares will move to levels substan- 
tially over current quotations. While 
we consider it too early to forecast 
share earnings on the common stock 
for the full year, we would point out 
several factors, such as the leverage 
in the capital structure, and the pro- 
nounced uptrend in earnings during 
the past two years, to substantiate 
an opinion that your estimate is not 
an entirely unreasonable one. Last 
year the company reported gross of 
about $5,159,000, up 37% approxi- 
mately over the $3,760,000 reported 
in 1935. The net income, before pre- 
ferred dividend requirements, in- 
creased over 300%, from approxi- 
mately $407,000 to $1,654,000. This 
illustrates the trend in business vol- 
ume, and the manner in which net 
earnings are proportionately _ in- 
creased by reason of the leverage 
factor. Moreover, it has been indi- 
cated that the first two months of 
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1937 produced volume of business 
substantially ahead of the like 1936 
period, and that fact, together with 
the prospect for substantial volume 
of business materializing by reason 
of the expanding operations in the 
public utility and electrical equip- 
ment companies, very strongly sug- 
gests like increases in the gross and 
net in 1937 over 1936. The com- 
pany reports a_ sound financial 
status, and recently sought the ap- 
proval of stockholders on a refund- 
ing plan, involving replacement of 
something less than $12,000,000 of 
514% bonds outstanding with an 
issue, the terms of which are to be 
fixed by the directors. It is prob- 
able that they will be able to effect 
a savings in annual interest charges. 
During the depression years pay- 
ments of dividends on the preferred 
stock which is cumulative at the an- 
nual rate of $7 a share were arrested 
and accumulations amounting to 
over $5,000,000 result. The accumu- 
lations will, of course, be taken care 
of by some readjustment plan, if not 
liquidated, and constitute the only 


Inquiries 


factor which you may have over- 
looked in your study of this situa- 
tion. It is not, however, an insur- 
mountable barrier. Re-establish- 
ment of operations on a profitable 
basis has done much to facilitate 
capital readjustments. 





inland Stee! Co. 


It is my understanding that the first quar- 
ter earnings of Inland Steel may exceed $3 
per share. Is this correct? In the light of 
recent gains made, do you look for further 
progress—or do current prices pretty well 
discount the future?—C. L. S., 
Ns T. 


Syracuse, 


Earnings reported by Inland Steel 
for the final quarter of the year 1936, 
in which a new record was set, were 
equivalent to $2.83 a share on the 
outstanding stock. It is indicated 
that during the first quarter of 1937, 
no let-down was registered in the 
volume of production, and efficiency 
resulting from plant expansion and 
co-ordination of facilities, strongly 
suggests the possibilities that a fig- 
ure around $3 a share is not far out 
of line. Inland is in a favorable 
position to profit by continued busi- 
ness expansion, by reason of its 
widely diversified output. The rec- 
ord quarter—the final quarter in 
1936—was attained despite lowered 
demands from the automotive trade, 
resulting from the strikes. Acquisi- 
tions by Inland of Jos. T. Ryerson 
& Sons and Milcor Steel Co., during 
1936, served still further to round out 
the position of this company as a 
thoroughly integrated unit, owning 
its own ore mines and coal mines, 

(Please turn to page 845) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 





THE MAGAZINE OF WALL STREET 





Th 
pe! 
ser 
suc 


ser 
dati 
as | 
gral 


ple: 
The 
cap 
exp 


not 


wel 


you 
ahe 











~ Ss Ww 


Selecting New Market Leaders 
Offerings Substantial Near-term Profits 


WHAT 
SUBSCRIBERS 
SAY:— 


These testimonials are not based on 
personal opinion — but on actual 
service rendered. Thousands of 
such letters are on file. 


H. F. D., of Ohio: “T look forward to your 
service being 90% right. If your recommen- 
dations over the next six months are as good 
as the past six months, you are to be con- 
gratulated.” 


R. W. J., of Washington: “I certainly am 
pleased with the results from your service. 
The substantial profit realized from the small 
capital invested is something I have not 
experienced in several years.” 


Mrs. K. W. W., of Massachusetts: “I will 
not buy any stock that is not recommended 
to me through your Forecast. I am very 
well pleased with the profits I have made.” 


W.J. D., of New York: “ll say again that 
your Forecast is fine. You are many points 
ahead for your subscribers.” 


A. W.N., of Central America: “Your serv- 
ice and advice have been entirely satisfactory 
and I see no reason why I should not sub- 
scribe indefinitely.” 


W. J. C., of Illinois: “Your service has 
been of great value to me in the past six 
months.” 




















F gponen the market is consolidating its gains of the past year . . 
laying the foundation for a dynamic, inflationary phase of 
the advance. The technical structure has already been greatly 
strengthened. Certain stocks . . . new leaders of the next upsurge 
... have already made their lows . . . are now in the buying zone. 
They will bring quick and substantial profits over the coming 
weeks. 
Definite and Continuous Counsel 


In following ForEcAST recommendations, you will be definitely 
advised not only what commitments to make, but when to com- 
plete them. Once a recommendation is made it is checked daily 
by our specialists and carried in a continuing table every week 
with definite advice as to whether any action should be taken. 
You, therefore, are never in doubt as to our judgment of the mar- 
ket position of any security that we have recommended. 


19 Years of Successful Service 


The Forecast has been guiding investors and traders through all 
types of markets with an outstanding record of profit. Its sub- 
scribers are located not only in the United States, but in Canada, 
Mexico, South America and Europe. These investors must have 
market advisory counsel that is up-to-the-minute and that will 
permit them to operate profitably despite the handicap of distance 
from the financial centers. That they find our service satisfactory 
is a tribute to its accurate prediction of market trends and its care- 
ful selection of desirable securities. 





AN IDEAL TIME TO ENROLL. —Now, while the market is in one of its 
outstanding accumulative phases in the present major recovery cycle, is an ideal 
time to begin as a Forecast client. Do not miss the opportunity afforded to 
take an advantageous position and to readjust your present security holdings on 
the most profitable basis. The avoidance of even one loss which you might 
sustain or the securing of one profit which you might ordinarily overlook would 
cover our subscription fee several times. 





The INVESTMENT and BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


Mail Today 


90 BROAD STREET NEW YORK, N. Y. 


e I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 
an entire year’s subscription.) 


Your subscription will 
start at once but date 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you.) 


from Mav 15 TRADING Short-term recommendations following intermediate market swings. Three or 
. four wires a month. Three to five stocks carried at a time. $1,500 capital 
ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 
& CT UNUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
Two or three wires a month. Three to five stocks carried at a time. $750 capital 


OPPORTUNITIES sufficient to buy 10 shares of all recommendations on over 60% margin. 


BARGAIN Dividend-paying ¢ stocks with exceptional price appreciation prospects. 
One or two wires a month. Three to five stocks carried at a time. $1,500 
INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 





THe Forecast acts only in oO 
an advisory capacity, handles 
no funds or securities and 
has no financial interest in WR ehh no a neon tice sedate ee CAPITAL: OR EQUITY AVAIBABER.. ¢ o..26.05.0 2056: 
any issue or brokerage house. 
Its sole purpose is the growth 
of your capital and income 
through reliable counsel. 


ELD NR Ot RTE CCA Neer RC SS 8 ee Be OLS a re Se MEIER eg dn igo 
RSENS, ee nr, a as Goi ee ca ao Ns ob va SRR 5 oc5554 cc Ree ee Apr. 10 
Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
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What's head 


FOR THESE 


STOCKS ? 


Phillips Pet Flintkote 
Continental Oil Mont. Ward 
Illinois Central Nat. Rubber Mch. 
Anaconda Ex-Cell-O Air. 
Cerro de Pasco Symmington Gould 
Goodrich Simmons Co. 

Otis Elevator Allis Chalmers 


IMELY comment and ad- 

vice on the above active 
stocks, based upon the opinions 
of leading financial authorities, 
is contained in the UNITED 
OPINION Bulletin. 


Send for Bulletin W.S.59 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston, Mass. 














Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 

CASH OR MARGIN ACCOUNTS 

IN FULL OR ODD LOTS 

Ask for ‘Booklet M,” giving trading 

requirements and other information. 


J.A. Acosta & Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 














"A LITTLE DOES A LOT” 


Send for free cook book and mixing guide. 





Address Angostura, Norwalk, Conn. 
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Allied Chemical & Dye Corporation 
61 Broadway, New York 

March 30, 1937 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 65 
of One Dollar and Fifty Cents ($1.50 
per share of the Common Stock of the 
Company, pevable May 1, 1937, to com- 

mon stockhoiders of record at the close 

of business April 9, 1937. 

W.C. KING, Secretary. 











New York Stock Exchange 
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What is the 
or TITOXIN * 


—how to “‘hedge” your 
investments against 
labor troubles? 


OIL 
STOCKS 


—future of oils? 


BONDS 


—have ‘’High-Grades”’ 
hit the ceiling? 


INFLATION 


—how to guard yourself 
against ‘‘rubber dollars‘‘? 
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Babson’s Reports 
Dept. 8-77 Babson Park, Mass. 


Send me the mentioned reports 
—gratis and no obligation. 
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BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


IVIDENDS have been 
declared by the board of 


directors, as follows: 


Preferred Stock — A, 874c 
per sha 


Common Stock 50c per share 


Both dividends are payable 
April 30, 1937 to stock- 
holders of record at close of 
business April 15, 1937. 


E. A. Barey, 
Treasurer. 
































New York Stock Exchange 
Price Range of Active Stocks 
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Texas Pacific Coal & Oil.............. 
Tide Water Assoc. Oil............... 
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(Continued from page 840) 


blast furnaces, open-hearth furnaces, 
rolling mills and distributing agen- 
cies. The building trade railroads and 
manufacturers of implements, as well 
as the automotive trade, comprise 
Inland’s market to a large extent 
and the full benefit of the far sighted 
expansion program which has en- 
gaged the attention of the manage- 
ment of this company for some time, 
has not as yet been registered in the 
earnings statements. Having these 
considerations in mind, one is justi- 
fed in giving this issue a status 
which would warrant better than 
average market prices on a statisti- 
cal basis, and which further reason- 
ably contemplates such potential 
earning power as would fully fortify 
its position around current price 
levels. 





Consolidated Aircraft Corp. 


Having purchased Consolidated Aircraft at 
2% I am undecided whether to accept my 
profit now or if you feel that further worth- 
while appreciation will be witnessed —W. M. 
J, Syracuse, N. Y. 


The order for 66 U.S. Navy patrol 
boats received by Consolidated Air- 
craft Corp. late in 1936 is indicative 
of the organization’s success in the 
development of “big ships” of the 
type likely to continue in great de- 
mand in line with the Naval expan- 
sion program. At the close of 1936, 
unfilled orders on the books of the 
company were the largest in its his- 
tory, totalling $18,169,726, against 
$8,955,864 a year before. The earn- 
ings statement of the company for 
1936 revealed net income of $192.,- 
411, equal, after dividend require- 
ments on the 22,976 shares of $3 
preferred stock, to 29 cents a share 
on the common. This compared 
with $322,731, or 56 cents a common 
share in 1935. Unusual develop- 
ment costs absorbed during the year 
were responsible for the less favor- 
able earnings showing, but the bene- 
fits of these expenditures should find 
reflection in results for the current 
year. On the basis of present orders 
on hand, it has been estimated that 
the company will be able to report 
earnings for 1937 of between $2.50 
and $3 per share on its outstand- 
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ing common stock. Although 
finances of the company were con- 
siderably strengthened through the 
sale last year of the 22,976 shares of 
$3 preferred stock, prospects for 
additional business, coupled with the 
fact that present orders will necessi- 
tate capacity operations for some 
time ahead, suggest the need for 
plant expansion. In view of this 
situation, it is probable that divi- 
dends, if any, will be well below indi- 
cated earnings. The organization 
recently disposed of its controlling 
interest in Fleet of Canada, Ltd., 
which will place that organization 
in a position to bid for British Gov- 
ernment business. Fleet Aircraft, 
Ltd., the new company, will have 
the right to manufacture and sell 
all of Consolidated Aircraft’s designs 
which have been released for sale by 
the United States Government. The 
company’s plant capacity is to be 
considerably expanded, the neces- 
sary capital having been obtained 
through the sale of stock. Consoli- 
dated Aircraft Corp. received in 
payment for its controlling interest 
80,000 shares of the new company’s 
stock, or 33 1/3% of the amount now 
outstanding. In view of this devel- 
opment, Consolidated is placed in a 
position to benefit indirectly from 
Britain’s naval expansion program 
as well as that of the United States 
Government. With capacity opera- 
tions indicated over the next two to 
three years, at least, we feel that the 
stock offers excellent appreciation 
possibilities and suggest full reten- 
tion of your holdings. 





Underwood-Elliott-Fisher Co. 


I am told that Underwood-Elliott-Fisher is 
bchind the market on an earnings-to-price 
ratio. I have 100 shares bought at 84% and 
would like to know if early improvement is in 


order—J. H. L., Chicago, Ill. 


Underwood-Elliott-Fisher Co. re- 
vealed in its income report for 1936 
earnings equivalent to $5.06 a share 
cn the common stock, a substantial 
improvement over the $4.36 a share 
recorded for 1935. Improvement 
during the final quarter of the year 
was particularly marked, the in- 
crease having amounted to 53% 
over the like interval a year before. 
It is understood that the improve- 
ment in the company’s business has 
continued thus far in the current 
year and the business revival which 
is occurring in most industrial lines 








will unquestionably lead to the fur- 
ther placement of orders in volume 
for modern office appliances of the 
types produced by the subject or- 
ganization. Underwood-Elliott has 
been active in improving its type- 
writer line and has also made strides 
in its accounting and _ adding 
machine divisions. Last year the 
organization sold 66,644 shares of its 
common stock at $75 a share, the 
proceeds of which was used to retire 
all outstanding 7% preferred at the 
call price of $125 a share. At the 
present time, therefore, capitaliza- 
tion consists solely of 733,084 shares 
of common stock there being no 
bonds or notes payable outstanding. 
The company’s shares are on an in- 
dicated $3 annual basis, although in 
view of the strong finances and wide 
coverage afforded by indicated cur- 
rent and prospective earning power, 
some increase likely will be wit- 
nessed later in the year. Since the 
stock yields a fair return at the 
present time, considering its high 
caliber, we feel that stockholders 
will do well to maintain their long 
positions in the issue with a view to 
the more favorable developments in- 
dicated for the current year. 





Mack Trucks, Inc. 


Although reports are that Mack Trucks’ 
sales continue to expand, I would be inter- 
ested in knowing to what extent the im- 
proved prospects are discounted in current 
prices, and if you counsel further holding?— 


R. S. W., Los Angeles, Calif. 


Long a leader in the heavy duty 
truck field, Mack Trucks, Inc., suf- 
fered a severe contraction in its 
operations during the depression 
years as a result of the declining 
demand for trucks of this type and 
the preference given the lighter and 
less expensive units during this pe- 
riod. In order to better meet com- 
petition, however, Mack enlarged 
its line last year to include a number 
of light trucks and buses, ranging in 
size from a 14-ton truck selling at a 
little over $500 to a 2-3-ton truck 
priced around $1,000. Lighter buses 
were also introduced, having a base 
price of $2,700 and the organization 
was thereby placed in a position to 
tap the entire range of the truck and 
bus market. Accompanying the in- 
troduction of its newer lines, the 
company began to feel a pickup in 
demand for its regular and more ex- 
pensive models as a result of im- 
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provement in industrial earnings 
and particularly in the construction 
industry, where these trucks have 
lang been so popular. The earnings 
recovery enjoyed by the company 
last year is clearly evidenced in the 
report which revealed earnings equal 
to $2.41 a share on the capital stock, 
in marked contrast with a sizable 
loss in 1935. This profit was the 
first to be enjoyed, with the excep- 
tion of 1934 when 3 cents a share 
was recorded, since 1930 when $2.60 
a share compared with $9.05 in 1929. 

Financial condition of the organi- 
zation at the close of the year was 
characteristically strong, current as- 
sets of $27,981,854, including cash 
alone of $2,257,229, comparing with 
current indebtedness of only $5.565,- 
685. Indications are that further 
improvement in the building con- 
struction and other heavy industries 
this year will enable Mack to report 
another worthwhile recovery in 
earnings. In view of this outlook, 
the stock does not appear to us to be 
unduly high in the market, espe- 
cially since there is the distinct likeli- 
hood of more liberal payments to 
stockholders this year. 





Mathieson Alkali Works, Inc. 


I have been holding 100 shares of Mathie- 
-son Alkali bought last year at around today’s 
prices. It seems to me that other chemicals 
have done considerably better during this 
time, and I would like to know if you believe 
Mathieson should soon come through—H. A. 
J., Cincinnati, Ohio. 


The report of Mathieson Alkali 
for 1936 showing a net equal to $1.76 
a share against a net equivalent to 
$1.44 a share in the preceding year, 
does not furnish the incentive for 
spectacular market action in the 
near future. On the other hand, the 
well entrenched trade position of this 
long established concern, and the 
practical assurance that stockhold- 
ers have of continued uptrend in 
earnings in the future, so long as 
industrial conditions are not re- 
versed, argue against any likely 
weakness in the shares of pro- 
nounced proportions. The users of 
the products of this company in- 
clude so many basic industries, such 
as the manufacture of glass, soap, 
paper, rayon and textiles, that it is 
difficult to conceive generally pros- 
perous conditions in industry, in 
which Mathieson would not share 
to a large extent. While Mathieson 
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shares do not seem to hold the 
spectaculer market possibilities usu- 
ally associated with the chemicals, 
potential earning power is limited 
only by a restriction in the expan- 
sion of major industries, which com- 
bined, form a very considerable part 
of the industrial fabric of the coun- 
try as a whole. 





General American Transportation 
Corp. 

Would General American Transportation 
be among the important beneficiaries in the 
event rail traffic rates should soon be ad- 
vanced? I have 100 shares of this stock 


purchased at 35, and I will be grateful for 
your views—N. P. L., Phila., Pa. 


Stability of earnings for General 
American Transportation Corp. is 
realized by its activity in supplying 
refrigerator cars for the shipment of 
food products. This has become one 
of the major factors in regard to 
revenue during the past few years. 
However, the company also realizes 
substantial earnings through manu- 
facture, repair and rebuilding of rail- 
way freight cars of every descrip- 
tion. It also owns, controls and 
operates under lease agreement, 
tank cars of all kinds, refrigerator 
cars and other types of freight cars. 
Thus, the continually increasing 
traffic being recorded by ,rail- 
roads will definitely enable this com- 
pany to increase its volume of opera- 
tions. Although 1936 results com- 
pared very closely to those of 1935, 
being $2.92 per share as compared 
with $2.64 per share in 1935, it is ex- 
pected that 1937 result will be satis- 
factorily higher. Transportation of 
commodities such as food, lumber, 
oil and other miscellaneous items has 
increased considerably in the past 
few months due probably to better 
conditions surrounding general busi- 
ness. The company is in a very 
favorable situation to participate 
extensively from this activity, and 
naturally should report larger earn- 
ings in the future. The stability of 
earnings is realized when we consider 
that the company has never reported 
a deficit since its inception. The 
peak in net profits was reached in 
1930 when net income was $6,518,- 
181. Since then earnings have de- 
clined to $1,924,559 in 1933. From 
that time on, however, earnings have 
shown moderate improvement, char- 
acteristic of better conditions sur- 
rounding the entire industries served 


by the company. An _ extremely 
strong financial position has always 
been maintained, the latest being 
total current assets of $17,177,219, 
including cash and marketable se. 
curities of $7,484,667, against total 
current liabilities of only $5,153,- 
469. This strong financial position 
coupled with the already increasing 
profits and better prospects for the 
future tend to enhance the possibili- 
ties of larger dividend disbursements 
in the future. Because of the con- 
structive factors prevalent in Gen- 
eral American Transportation, we 
are recommending continued reten- 
tion for further appreciation market- 
wise. 


Barnsdall Oil Co. 


It is my understanding that producing oil 
companies are in a favorable position at pres- 
ent. Since my holdings in Barnsdall Oil 
Co. are considerable, I will be pleased 
to have your opinion to what extent this 
company will benefit, based on the present 
outlook—T. W. F., Hartford, Conn. 


For the year 1936, Barnsdall Oil 
Co. reported production of 8,214,437 
barrels. This represents an approxi- 
mate 36% increase over the preced- 
ing year. Average price for crude oil 
rose substantially, being $1.09 a bar- 
rel, compared with 98 cents a barrel 
in 1935. For the year ended Decem- 
ber 31, 1936, the company reported 
earnings on its common stock of 
#1.01 per share, against 35 cents per 
share a year ago. A substantial bet- 
terment has been obvious since 1935 
when Barnsdall decided to divest it- 
self of its unprofitable refining and 
marketing divisions and concentrate 
solely upon the production end of 
the industry. From that time on 
profits were reported. The company 
has always had an_ exceptionally 
good drilling record, the proportion 
of non-productive wells being unusu- 
ally small. During 1936, the com- 
pany completed a net interest in 80 
wells, of which 76 were productive 
and four non-productive. These 
wells to the end of August had a 
daily average production of 24,700 
barrels. This is a very substantial 
improvement over the 16,380 barrels 
daily average, produced in 1935. 
The company has recently acquired 
new lands for development and their 
potentialities enhances still further 
the prospects for larger output. 
With increasing crude oil demand, 
it is expected that the earnings im- 
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Long Distance Rate Reductions 
bring far-away friends 


NEARER and NEARER 


A series of rate reductions from 1926 to 1937 has sub- 
stantially cut the cost of Long Distance telephoning. These 
reductions have been made in accordance with Bell System 
policy to reduce Long Distance rates whenever improve- 
ments in telephony and the volume of business permit. 

Today’s low Long Distance rates make it easy to keep in 
touch with out-of-town friends and relatives . . . frequently, 
pleasantly. They make it easy to do business across the 
miles with branches, customers and prospects . . . quickly, 
personally. 

Below are rates for 3-minute daytime calls between repre- 
sentative cities. .. . Call some one far away today, and find 
how much genuine pleasure Long Distance can bring you 

. . at low cost. 





HOW LONG DISTANCE RATES HAVE BEEN CUT 
AS THE RESULT OF 8 REDUCTIONS IN RECENT YEARS: 




















RATES FOR 3-MINUTE DAYTIME CALLS * Station-to-Station Person-to-Person 
January 15,| Jan. 15. | January15,| Jan. 15, 
ice ” 1926 1937 1926 1937 
Baltimore Philadelphia $ .65 8 .50 $ .80 8 .70 
Cincinnati Detroit 1.55 00 1.90 1.25 
Buffalo Toledo 1.70 05 2.10 1.30 
Boston Washington 2.40 1.25 3.00 1.65 
Chicago Little Rock 3.40 1.65 4.25 2.20 
Atlanta Kansas City 4.30 2.00 5.35 2.65 
Denver Seattle 6.60 3.00 8.25 4.00 
Dallas New York 8.80 4.00 11.00 5.25 
Chicago San Francisco 11.90 5.00 14.85 6.75 
New York Los Angeles 15.65 6.25 19.55 83.50 














* Night and all-day Sunday rates are still lower. 
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provement already shown will con- 
tinue in the future. The capitaliza- 
tion of the company is very satisfac- 
tory, being represented by only 2,- 
131,090 shares of common stock. 
The company presents an impreg- 
nable financial position, total cur- 
rent assets being $6,223,369, includ- 
ing cash of $2,471,865, against total 
current liabilities of only $1,611,742. 
In view of this extremely strong cash 
position and better conditions sur- 
rounding the petroleum industry, it 
is only logical to expect larger divi- 
dend disbursements in the future, 
than the $1 paid during the year 
of 1936. Under the circumstances, 
we believe that this company is in 
an excellent position to serve as a 
satisfactory medium for investment 
and appreciation to the investor. 
Therefore, continued retention of 
your present holdings is advised. 





Why the Finance Companies 
Are Behind the Market 





(Continued from page 829) 


shares than in motors, finance com- 
pany stocks and other present lag- 
gards. 

Probably this is true, partly be- 
eause of economic realities and part- 
ly because of psychology. Observe 
carefully that we are not talking 
about permanent investment mer- 
its. It may be that there are still 
some people left who, despite their 
1929-1933 headaches, are still opti- 
mistically addicted to putting stocks 
away in the strong box for indefi- 
nite retention. On that basis, both 
with regard to safety of capital and 
income return, the chances are that 
one would fare as well in Commer- 
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cial Investment Trust or Commer- 
cial Credit as in most of the groups 
now in speculative favor and better 
than in some. 

Installment credit, as handled by 
experienced specialists in this field, 
has stood the crucial test of a vio- 
lent and protracted depression, con- 
founding a host of former “viewers- 
with-alarm.” Its growth may or 
may not be a good thing from the 
point of view of longer economic 
stability, but it is a good thing for 
the imstallment finance companies 
and involves an even smaller ele- 
ment of risk for them than is pres- 
ent in most other kinds of enter- 
prise. Their fixed capital investment 
is insignificant. They have no “labor 
problem.” They do not have to 
speculate in raw materials. Their 
credit risks, unlike that of any bank, 
are spread throughout the entire na- 
tion; and credit risk outstanding at 
any one time has a shorter maturity 
than is commonly supposed. For 
example, analysis of motor lien re- 
tail time sales notes held by Com- 
mercial Credit on December 3 
shows nearly half maturing within 
six months and more than 80 per 
cent maturing within one year. 

Even in the worst depression of 
modern times, repossessions—against 
which conservative reserves are set 
up out of earnings—were surpris- 
ingly small. 

It may be that 1938 will see less 
increase in volume and profits than 
1937 or 1936, but in this analyst’s 
belief volume and dividends com- 
parable to the present levels are 
likely to be maintained, if not mod- 
erately bettered, until the next de- 
pression comes along. If that is 
true, the probable handsome income 
return would seem to be not with- 
out an element of attraction—if 








only to sweeten up return from 
other holdings which may or may 
not live up to the rosy speculative 
expectations now entertained. Be- 
tween the two, Commercial Invest- 
ment Trust has the edge in past 
performance and in size. Commer- 
cial Credit has the edge if one be- 
lieves that Chrysler financing over 
the next few years is a better bet 
than Ford financing. It is the great- 
est single factor in this company’s 
volume as is Ford financing with 
Commercial Investment Trust. 





Great Shifts of Industry 
in Progress 





(Continued from page 817) 


became so fashionable. “Sit-downs” 
didn’t go so well in towns just get- 
ting their first tastes of factory pay- 
rolls. 

Indianapolis is noticeably pleased 
about the Chevrolet Commercial 
Body Division of General Motors— 
600,000 square feet. The same city 
mentions the Allison Engineering 
Company, also of General Motors, 
the RCA plant, the Home Appliance 
Division of Fairbanks-Morse & 
Company, the Chapman Price Steel 
Company, and several others as sub- 
stantial additional signs of progress. 

Of course, there is a constant mi- 
gration of industries to and from the 
great centers of New York, Chicago, 
Philadelphia and others. No defi- 
nite trend is discernible in them be- 
yond that of constant change. True 
the printing trade and some others 
highly unionized have recently been 
drifting from the big centers to where 
wages are less strictly regulated. On 
the other hand, the area of metro- 
politan New York, including the cit- 
ies of Jersey City, Newark, Long 
Island City, Elizabeth and others, 
have been a Mecca for many small 
and not a few large companies since 
1933. The same is true of Greater 
Chicago. Although the meat pack- 
ing industry is showing a marked 
tendency to decentralize, Chicago is 
still the gainer in industrial divers- 
ity. 

In the second part of this article 
to be published in the succeeding 
issue particular attention will be 
given to the western half of the 
country and general conclusions 
drawn. 
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THE PENNSYLVANIA RAILROAD 





SUMMARY 
OF ANNUAL REPORT 
FOR 1936 


HE 90th Annual Report of the Pennsylvania Railroad Company covering 

operations for 1936 will be presented to the stockholders at the annual 
meeting on April 13, 1937. The report shows that total operating revenues in- 
creased over 1935 by $73,613,003 or 20%, but continued subnormal, being 35% 
below the annual average for 1925-1929. Operating expenses increased $50,987,517 
(due principally to increased business and larger expenditures for necessary cur- 
rent maintenance and to improve the general condition of the road and 
equipment). Net income was $38,742,091, as compared with $23,962,586 in 
1935. Surplus for 1936 was equal to 4.8% upon the outstanding Capital Stock as 
compared with 2.8% in 1935. Surplus per share (par $50) was $2.38 as compared 
with $1.38 in 1935. 


OPERATING RESULTS 


Comparison with 1935 
1936 Increase or Decrease 

















Tora. OPERATING REVENUES were.......... ; $441,425,189 I $73,613,003 
Tora. OPERATING EXPENSES WETC..... 0.0000 ees 314,087,701 | 50,987,517 
Leavinc Net REVENUE FROM Rartway Operations of 127,337,488 I 22,625,486 
PARES GIMGUNUER IO. 6.65.0.5.0400 50 56-Raediuch eases 34,714,149 ] 9,479,724 
Hrre or Equipment, Jomnt Faciriry Rents, etc., were 8,442,746 D 640,190 
Leavinc Net Raitway OperatinG INcoME of....... 84,180,593 I 13,785,952 
INCOME FROM INVESTMENTS AND OTHER SOURCES 

DIOUNTEE 1O ois isos ode 4 dea yoda aon 36,119,533 D 406,678 
Makinc Gross INcoME of............--2+06- a 120,300,126 I 13,379,274 
RENTAL FOR LEASED Lines, INTEREST ON THE COMPANY'S 

Desr AND OTHER CHARGES amounted to......... 81,558,035 D 1,400,231 
ravine Net INcomt of. .... ccc. ccc cee seaec sede 38,742,091 I 14,779,505 
APPROPRIATIONS TO SINKING AND OTHER FunpDs, etc... 7,342,740 I 1,508,550 
Surpius (Equal to 4.8% on Capital Stock).......... 31,399,351 ] 13,270,955 


Dividends aggregating +% ($2.00 per share) were paid during the year. The 
dividend of 2% paid on December 21, 1936, was charged against 1936 income. 
Expenses incurred on account of floods and for retirement of property during the 
year aggregating $24,794,575 were charged to Profit and Loss. 

The Pennsylvania Railroad cordially invites the active interest of its stock- 
holders and bondholders in getting people to travel and ship via The Pennsylvania 
Railroad. M. W. CLEMENT, President 


THE PENNSYLVANIA 
RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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Runaway Price Inflation? 





(Continued from page 804) 


a reasonable surmise that produc- 
tion of most commodities can 
and will overtake consumption in a 
not very distant future, perhaps in 
six months, probably before the 
year is out. There is nothing like 
favorable price and expectation of 
still higher price to bring minerals 
out of the mines, produce from the 
farms and goods from the factories. 
No doubt that is why the British 
Government has apparently con- 
templated the London commodity 
speculation with equanimity, in the 
belief that the prospect of increas- 
ing supplies will probably impose a 
check before any great damage is 
done. That is also why our National 
Association of Purchasing Agents 
reports growing caution among its 
members in making forward com- 
mitments at present prices “in or- 
der to prevent having high-price 
inventories on hand should reac- 
tions occur this fall.” 

Aside from its psychological con- 
tribution to speculative sentiment, 
the actual present economic effects 
of the armaments race are impos- 
sible to measure in specific terms. 
Most people think of “armaments” 
as guns, battleships, munitions, air- 
planes, etc. It is illuminating to 
look back and see how the loans we 
made to our Allies were spent in 
this country in prosecution of the 
World War. As broken down by the 
United States Treasury, $2,698,000,- 
000 was spent for munitions, includ- 
ing remounts; $2,645,000,000 for 
cotton; $1,422,000,000 for cereals; 
$1,630,000,000 for other foods; $145,- 
000,000 for tobacco; $613,000,000 for 
“other supplies”; $309,000,000 for 
transportation and shipping: $1,- 
379,000,000 for interest and maturi- 
ties; and $489,000,000 for ‘“miscel- 
laneous.” 

As its standard for measuring 
armaments spending, the Foreign 
Policy Association takes “military 
expenditure” but observes that even 
this method is unsatisfactory. It 
estimates the 1937 world total mili- 
tary expenditure at $10,730,000,000, 
against $8,810,000,000 in 1935, $3,- 
815,000,000 in 1932 and $4,067,000,- 
000 in 1913. In 1913 the total was 
around $2,500,000,000 and during 


the late ‘twenties it approximated 
$5,000,000,000. 

Such figures make no allowance 
for currency or price changes, nor 
for growth of population. With any 
possible allowance, however, the to- 
tal is large and growing; and is an 
increasing strain on some national 
budgets. Thus military expenditure 
now makes up 20 per cent of the 
British budget; 29.7 per cent of the 
French budget; 20.7 per cent of 
the Russian budget; 12.9 per cent 
for the United States and 46.6 per 
cent for Japan. No reliable statis- 
tics for Germany and Italy are 
available, but ratio of military ex- 
penditure to their budgets is cer- 
tainly much higher than in Great 
Britain, France or the United States 
and probably is comparable to the 
higher percentage of Japan. The 
effect of rising world prices is greatly 
to increase the strain on all, but 
especially on Germany, Italy and 
Japan—posing a conundrum as to 
how much longer the financially 
weakest can defer a choice between 
internal collapse and war. Many 
keen foreign observers believe that 
if war does not come this year it will 
be indefinitely postponed. Should 
war fears wane, a severe crimp 
would be put in international com- 
modity speculation, for whereas 
Great Britain would undoubtedly in 
any event complete her re-arming 
program, other countries probably 
would have reached the limit. 

It should be borne in mind that 
“military expenditure” of over $10,- 
000,000,000 last year and substan- 
tially more this year is by no means 
confined to purchases of copper, 
nickel, steel, cotton, wheat, etc. It 
covers pay of military and naval 
personnel, cost of barracks and in- 
numerable routine maintenance 
costs which have little relation to 
munitions. As compared with 1935 
military expenditure, last year’s to- 
tal was an increase of $1,920,000,- 
000, but some of this—as in largely 
self-contained Russia—has little ac- 
tual relationship to world markets 
and, on a rough guess, it is to be 
doubted that as much as a third of 
this increase really went into pur- 
chase of those commodities in which 
speculative excitement has recently 
centered, notably copper, rubber, 
wheat, hides, etcetera. Because a 
sellers’ market happens to exist— 
and probably would exist at present 
without any abnormal armaments 
spending—the armaments race is 


having a disproportionate inflation- 
ary effect, especially on speculative 
psychology. 

The danger that the present com- 
modity rise may be building up for 
an eventual let-down is sufficient to 
suggest the wisdom of close dis- 
crimination in making commit- 
ments in stocks whose future move- 
ment is primarily dependent on the 
trend of commodities. Even should 
the present commodity advance 
continue for some time, it is likely 
to be increasingly selective. There- 
fore it is essential that the “com- 
modity stock” buyer and the buyer 
of commodities pay even more at- 
tention to the supply-demand fac- 
tors in individual commodities than 
to the general trend. Where supply- 
demand factors point to a reason- 
able probability of either lower 
prices some months hence or a ter- 
mination of advance, the stock mar- 
ket can be expected to discount that 
expectation well in advance of the 
event. 

There is little reason to believe 
the Federal Government can put a 
damper on the commodity boom 
and even less reason to suppose that 
it will try to do so. The main causes 
of the present rise, as heretofore 
shown, do not relate to monetary or 
credit policy. Hence, further brakes 
on credit—except for a wholly de- 
sirable balancing of the budget— 
would not appear logical. Some 
have suggested reduction of tariffs 
as a temporary expedient, but as 
long as the world is scrambling for 
goods that would not be any 
remedy. 

So far as wage-raising relates to 
the price outlook, the chances are 
that changes for the rest of the year 
will be less frequent and more grad- 
ual than has been the case in the 
spectacular successes of the C.I. 0. 
union drive in the steel, motor and 
electrical equipment industries dur- 
ing recent months. It should be 
noted that the C. I. O. has first 
tackled industries dominated by a 
relatively few large corporations. 
The going will not be as easy in tex- 
tiles, oils and other industries in 
which there are great numbers of 
producing properties scattered 
throughout the country. In any 
event, a continuation of an under- 
lying or longer cycle of wage-price 
“inflation” will not preclude possi- 
bility of serious interruption as pro- 
duction increases. 

The present level of the Depart- 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office + 55 WALL STREET - New York 
Condensed Statement of Condition as of March 31, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 
Cash and Due from Banks and Bankers........ eeeeeee+$ 471,801,666.90 
United States Government Obligations (Direct or Fully Guaranteed)... ....... 427,893,576.53 
Birmte Gn MAUCIal IONE. oo. coisas occa see seas snes beset sews esses 136,226,572.32 
NOUR Er PIOrIW ATI OCUTIUOS oi oven oo oe seis odes ees ee eee nes esses eeeeeewes 137,680,480.57 
Loans, Discounts and Bankers’ Acceptances.........--0-e eee e eee e eee eeeeee 619,537,301.13 
Customers’ Liability Account of Acceptances. ........ 2 eee cece eee ree eeeee 27,904,502.94 
Stock sn kederal Weserve Bani. 6 os. cc ska salowee beac. aeees sleds eeeces 3,637,500.00 
Ownership of International Banking Corporation Rs dig PORAter cleus at atwherererewler ayers Se ete 8,000,000.00 
tg Rn eee Sempre Ramee herrea eee Cm aa aI Tr eer 51,791,126.85 
Co ge en, ee er Cr ir ee eo ee ee 9,418,144.53 
1 Le ee en Oe IE en ra SC Ar Enea Weta a arr RP Ere er acar Seaa i $1,893,890,871.77 
LIABILITIES 
PO MCMMEEM cosa ae a Serova to eieis oe a Uae 3 doe se Fiaioie pone A Sete Hn 14 ora Sie slastiaveetwnls $1,688,450,919.89 
Liability as Acceptor, Endorser or Maker on Acceptances and 
Me ia bent eieicks iy Aicracd nad ixia die aio Be Aiea arene aise ane $58,288,166.60 
Less: Own Acceptances in Portfolio. ..........ceeeeeeeees 8,452,286.34 49,835,880.26 
RGearS SEN PEOTMICHUIUR PITETICIIOCS 5... «5.5.5, :0:eh0's id 6.a' so bse 0 0b 6:4 die sb ois 4s 0. erelsieiee'sis 7,067,441.99 
Reserves for: 
Unearned Discount and Other Unearned Income..........+..+eeeeeeeeeee 4,631,139.52 
Interest, Taxes, Other Accrued Expenses, etc... 1.0... ccccccccccccccccece 8,156,115.59 
Sh a Ln: Ite Oe PE a ce earl acer oy Sor Coe ene eer ee OT eat RO 1,550,000.00 
MEMMRMEENE 5 Xa rota es aie aly 64 eis is fo ese Zeisya sia te ela ie Wines wiC Vee aJerale WeratsivsS $77,500,000.00 
BEREAN oir Sei a a ete oan 4 weld ola US Re > RET ace ieraterecele es 43,750,000.00 
MIAME ARTIS TAUN i fag: 50s ea ole.8 a a sw o-. 5..6 G4 aw loin a wS 4, Haas Oe me ee 12,949,374.52  134,199,374.52 
MMAR rag Pa rSig aia ohn Sarai SiS tole he No Gio SSeS ao Ga Tare OVID) Sia aia aT. ed oS SEE MOr SSNS $1, 893, 890, 871.77 77 


Figures of Foreign Branches ere as of March 25, 1937. 
Securities carried at $68,486,932.31 in the foregoing statement, consisting of United States 
Government Obligations, $30,925,872.42, State and Municipal Bonds, $27,281,779.31, 
and Other Bonds and Securities, $10, 279, 280. 58, are deposited to secure public and trust 
deposits, totaling $41,070,743. 35, and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 





CITY BANK FARMERS 
TRUST COMPANY 


Head Office * 22 WILLIAM STREET <« New York 


Condensed Statement of Condition as of March 31, 1937 


ASSETS 

Remnant ORI ITN IRIE oo 8a Pk xd ara hoataneatiere cya ve a ddi6 VSS A +o Sie alse eres $48,311,021.22 
United States Government Obligations (Direct or Fully Guaranteed)......... 55,609,588.31 
Oa he a 0 8) na ae moa 20,605,071.16 
a aN CA RE INT EEN a6 ia:ieain: w ole bus 1b 89 Mie ane GOialae wie 414.9) bla o oSeO Re 20,031,369.81 
en PREMERA or  g a N cht ait ad bi lead ial ieee la Neia ei 01 LAO DR a aise ae 6,586,992.55 
SI CeIE san OE SCOR VS IOI 55,0: dearsle cle aS OWA Swidnedwas@ Gain Os ao. Oree 600,060.00 
EU ENN cS ctr a NG arta Gy ch has cs ta SEW pasa snc (4 BIATR, AE Wp’ S 9a. Sarwan 4,390,655.25 
Se NRE gs oad, I. b close alain SSO RAEN eS OTE ana ww, SERRE a wR 2,639,328.32 

PA aes Ses ba eae lS ais SERN ie OTR ORE TESTE MA DEMERS CASES OREO $158,774,026.62 

LIABILITIES 

ses ot JIAO EARS ROCCE: ROR ROE ENCORE CER eA ne eer ae eee a $132,547,783.60 
REID Cs ON ROS EE OS coe ero. hciclans gue Rlahana Scene vehe ellalenin ocerplar 6k eal aya ieee te auard reais 2,395,534.09 
ME SROE RIAN 5 aso coun in asp Fu.ie (aNGIW Nausea yellow, i.gine. a RCA iw arora Ech aVers ‘ol GW bnerernds6 S¥ wielwseiereei 10,000,000.00 
PRN ic ca os ora s oc ieesere iw -Synesb , Oe Snaila lpieyene la leMaacays aces ds Wie W19,8/Sieia Gain aie’ STE. 0% ave 10,000,000.00 
MRNA TEED ooo So bak 68 be SEEN Oe WS RITE W Rice Ved e eee nese es 3,830,708.93 

Cs) Ce Re eee ree AR ror ER ert a eet RA at a ita eee a Te rae ae at Se $158,774,026.62 


Securities carried at $1,516,067.75 in the foregoing statement, con- 
sisting of United States Government Obligations, $1,370,000.00, 
and State and Municipal Bonds, $146,067.75, are deposited with 
public authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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ment of Labor index of wholesale 
prices is approximately 87 or 13 
points under the 1926 average. This 
writer has an idea that, barring war, 
the 1926 level will prove a formid- 
able resistance level for the com- 
modity markets to shoot at. This is 
by no means to hold that the pres- 
ent advance will carry that far with- 
out interruption—but if it should, 
why get excited about commodity 
iaflation? We did not regard com- 
modities as inflated in 1926. If any- 
one wants to speculate on war, that 
is all right with us; but it is beyond 
our ability to forecast. 

We check with the opinion of our 
respected British contemporary, The 
Economist, when it warns that: “In 
the long run production of most ma- 
terials, stimulated by higher prices, 
is bound to increase beyond require- 
ments at current quotations. And 
then there will be a crash.” 

The “commodity stocks” we 
would favor are those in which the 
price prospect is for firmness as far 
ahead as can now be seen; in which 
the main demand is peace demand, 
with the armaments factor second- 
ary; and in which quotations are in 
reasonable gear with current or 
nearby earnings prospects. 





French - English Situation 
Hastens World Currency 
Crisis 





(Continued from page 819) 


The question arises as to how 
much the French treasury can bear. 
The present rate of 414 per cent on 
the last defense loan is considered 
by qualified observers as too high. 
Further borrowing at this rate will 
pull down the prices of other Gov- 
ernment securities and necessitate 
heavy withdrawals from the Bank 
of France in the form of short term 
loans. Neither England nor France 
can stand this interlocking strain 
for an indefinite period. 

Two types of money are in con- 
flict—the currencies of the Dictator 
countries, strictly controlled for the 
purposes of war, and the free cur- 
rencies of the three democracies 
destined to reinforce the chances of 
peace. A monetary isolation of 
France or the imposition of Fascist 
principles of firence within the 
country would sy abolize the break- 
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down of democratic solidarity and 
economic liberalism. How far we 
can go with justification in the way 
of positive assistance to preserve 
the New York-London-Paris mone- 
tary collaboration will depend on 
one contingency—the possibility of 
a disarmament conference with suffi- 
cient authority to enforce disarma- 
ment, irrefutibly and unequivocally. 
Then and only then can the mil- 
lions appropriated for defense be 
converted into commercial credits 
to finance a broader distribution of 
the world’s goods. 








The Cigarette Companies 
Appraised 





(Continued from page 835) 


continued, bettering the output of 
the first two months of 1936 by 
roughly 9 per cent. Whether there 
will be enough further improvement 
later to enable the present year to 
surpass 1936 by as much as the 13 
per cent that 1936 bettered 1935, 
only time can tell. Although such 
progress is not impossible, it is prob- 
ably up to the top limits of reason- 
able optimism. 

Let us, in order to state the crux 
of the matter concisely, guess that 
cigarette output this year will better 
last by 10 per cent. The earnings 
of the cigarette companies then de- 
pend upon whether this 10 per cent 
gain in output can offset the various 
factors that are tending to increase 
costs and, if it does not, whether the 
companies can trump the trick by 
another increase in their selling 
prices. There are apparently some 
objections to raising prices if it can 
be avoided. It would appear that 
the death of competition from the 
ten-center were only a matter of 
time and from the point of view of 
those producing “Camels,” “Lucky 
Strikes,” “Chesterfields” and “Old 
Golds” it would be a pity to do any- 
thing tending to revive it even in 
the form of an eleven or twelve- 
center. 

Apart from this consideration, 
however, the cigarette companies 
seem to have still some margin left 
to raise their prices. This is on the 
theory that fifteen cents a pack (in 
non-taxing states) represents a criti- 
cal point up to which the public 
will go without too much balking 


but beyond which there would be a 
sharp curtailment in demand. Qp 
the other hand, in some of the tax. 
ing states the critical point of fifteen 
cents a pack has been reached al- 
ready and even a small further in- 
crease in wholesale prices would 
drive more of these states into the 
seme position. This makes the mar. 
gin of practicable price increase 
somewhat smaller than appears at 
first sight. Nevertheless, a further 
moderate lifting of quotations scems 
possible. 

This ability to raise prices is a 
very important anchor to windward 
for the big cigarette companies. It 
is assurance against any large de- 
cline in earnings and dividends over 
the near future. On the other hand, 
except to the investor who sceks 
only income, the mere maintenance 
of earning power and dividends is 
hardly satisfying during a time of 
business recovery and generally ris- 
ing stock market. Unfortunately, 
the adverse factors in the outlook 
for tobacco company earnings are 
such that their common stocks can- 
not guarantee full participation in 
further gains in business profits. 
Thus, we leave them—satisfactory 
producers of income for those to 
whom a return on capital is essen- 
tial, but without the speculative at- 
tractiveness of other companics in 
other fields. 





Republic Steel Corporation 





(Continued from page 833) 


414% general mortgage bonds were 
issued, the proceeds from which 
were used for capital expenditures 
in connection with the rehabilitation 
program. Thus, with demand heavy 
and prices rising, the company is 
now in a good position to benefit 
from increased plant efficiency and 
lower production costs. The plants 
are geared for the production of 
lighter steel products and include no 
important rail or structural capacily. 
This should make Republic rela- 
tively less vulnerable to a slowing 
up of building activity or to greater 
conservatism regarding expansion in 
‘apital goods industries such as 
might be influenced by sharply ris- 
ing construction costs. 

A competitive advantage is also 
enjoyed in the production of spe- 
cialized steels and alloys, the com- 
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pany being rated as the largest 
manufacturer of such steel products. 
Pipe capacity, a division where re- 
placement is an important factor in 
consumption, has been considerably 
increased in recent years. Efforts to 
meet a broad range of consumers 
requirements through rehabilitation 
of semi-finished steel producing ca- 
pacity have resulted in building up 
a large volume of business with mis- 
cellaneous metal fabricators. Con- 
sequently, there is less dependence 
upon its largest customer, the motor 
industry, which now takes only 25 
per cent of finished products, as 
compared with about half in past 
years. These changes have consid- 
erably strengthened the marketing 
position of the company in an era 
of rising prices for miscellaneous 
steel products. 

Republic has an able and aggres- 
sive management, possessed of large 
cash resources and close to $73,000,- 
600 net working capital to take full- 
est advantage of the natural physi- 
cal advantages also enjoyed from 
the standpoint of its present plant 
equipment. Earnings of $1.97 a 
share in 1936 on the 4,127,264 shares 
of common stock outstanding, as 
compared with 49 cents a share in 
the preceding year, only partially 
reflected these advantages. Present 
estimates of around $1 a share for 
the first quarter of 1937 are more 
indicative of present earning power 
and, considering even more favor- 
able second quarter prospects, a 
higher market valuation for the 
common appears fully justified. 
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C common shares. The warrants 
to purchase new common would 
be exercisable between October 15, 
1937, and May 15, 1942, and would 
require the issuance of a maximum 
of 1,348,218 shares, for approxi- 
mately $33,700,000. After October 
15, 1937, the new 5 per cent pre- 
ferred stock would be convertible 
into 21% shares of the common stock. 

Figuring on the basis of the 
budgetary estimate of $9,000,000 
earnings for 1937, as furnished by 
the company, and after allowing for 
preferred dividends on the new 
capitalization, 1937 earnings would 
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COLUMBIA 
“wsrew it GAS & ELECTRIC 
CORPORATION 





The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, SeriesA 
No. 42, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 32, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 21, quarterly, $1.25 per share 
Common Stock 
No. 34, 20¢ per share 
payable on May 15, 1937, to holders of 
record at close of business April 20, 1937. 
Howtanp H. PE tt, Jr., 
Secretary 


April 1, 1937 








Q.C.£2 


AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York, N. Y. 
There has been declared, for the fiscal year 
ending April 30, 1937, a dividend of four per 
cent. (4%) on the Preferred Capital Stock 
of this Company, payable April 20, 1937, to 
the holders of record of said stock at the close 
of business on April 13, 1937. 
Transfer books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York on April 20, 1937. 
Cuares J. Harpy, President 
Howarp C, Wick, Secretary 
April 2, 1937 























be equal to approximately $2.44 a 
share on the 1,800,000 to be out- 
standing, exclusive of the stock 
purchase warrants and the preferred 
conversion. Assuming that the 1937 
budgetary estimate of earnings is 
realized and that newsprint prices 
are stabilized at $50 a ton in 1938, 
earnings next year on the same com- 
mon capitalization might well run 
as high as double the per share fig- 
ure indicated for 1937. In some 
quarters still higher prices than the 
1938 contract price of $50 a ton are 
forecast. Lord Rothermere, English 
newspaper publisher, has recently 
predicted that $57 a ton will rule 
during the second half of 1938 and 
$65 a ton for 1939. This view is 
based on world demand for news- 
print at a rate which the British pub- 
lisher expects to overtake supply 
and create an acute shortage within 
the next five years. 

On a “when issued” basis, the new 
common has recently sold at around 
$38 a share in the over-the-counter 
narket, this quotation being roughly 
in line with the cost of the new stock 
through a purchase of the present 
common shares, and exercising stock 
purchase warrants, taking as a base 
fer such cost the recent quotations 
of 8, 17 and 23 respectively for 
the Class C, B and A common 
shares. To buy into the new com- 
mon through purchase of the old 
preferred at around 117, the cost of 
the new common would be slightly 
lower (approximately $3314 a share 
on a conversion basis). What the 
market for the new common will 
be when trading is started in this 
issue on the regular basis is still 
somewhat problematic, but presently 
indicated earning power and future 
prospects would appear sufficiently 
favorable to support a price level at 
least as high as that indicated above, 
and possibly a better level when 
the new issue has a seasoned market. 
Later in the year, dilution of the 
common probably will materialize 
through exercise of purchase war- 
rants and conversion privileges, al- 
though such dilution is compensated 
by the new capital to be realized by 
the company and the reduction in 
dividend requirements on preferred 
stock conversions. 

Since the marked improvement in 
ihe paper business and the antici- 
pated benefits from the proposed 
recapitalization, have already been 
discounted by a very substantial 


advance in the present common and 
preferred stocks of International 


‘Paper and Power Company, these 


issues would appear best suited for 
longer term investment or specula- 
tive purposes. In spite of an in- 
crease of about 37 per cent in paper 
and wood pulp production in 1936, 
the company still had available 
about 350,000 unused capacity at 
the end of the year, principally in 
Southern kraft paper board and 
newsprint, both of which products 
appear likely to experience consid- 
erable expansion in demand _ this 
year. As manufacturing processes 
are highly mechanized, increased 
production would require compara- 
tively small increase in labor costs 
and other operating expenses. Con- 
trol of more than 22,000,000 acres of 
timber lands, mostly in Canada, and 
containing about 95,500,000 cords of 
pulpwood or about 50 years supply. 
provides adequate raw _ material 
supply. Consequently, the company 
appears to be advantageously situ- 
ated for an era of expanding volume 
of general business activity and ris- 
ing prices, such as it was so well 
prepared for in 1929 and has only 
recently come to realize. 


The forward looking investor 
might also take into account the 
wide future recovery possibilities in 
the electric power subsidiaries, par- 
ticularly since the first indication of 
a reversal in the long downward 
trend of earnings of these properties 
appeared late last year. New Eng- 
land Power Association, the most 
important subholding unit in the 
International Hydro-Electric Sys- 
tem, realized net earnings of $3,977,- 
500 last year, more than twice 1935 
earnings notwithstanding flood losses 
and other special factors in the early 
part of 1936 which reduced earnings 
below the 1935 level in the first 
quarter. During the final quarter, 
New England Power earnings were 
running at an annual rate sufficient 
te cover interest, preferred and 
Class A dividends on all of Inter- 
national Hydro-Electric’s capitaliza- 
tion having priority to the equity 
held by International Paper. The 
important Hudson River hydro- 
electric plants and the entire Cana- 
dian power system represent addi- 
tional sources of earnings. Prospects 
of the latter have been clarified 
somewhat by a new power contract 
with the Ontario Power Commission 
put into effect last year on a mini- 


mum contract basis, which has al- 
ready been increased as the result 
of rising power demands in the ter- 
ritory served. Preferred and Class 
A dividend accumulations cut off the 
power properties as an immediate 
source of income, and the possibility 
of forced segregation of these in- 
terests under the Public Utility 
Holding Company Act further ob- 
scures the power side of the picture. 
The outlook for ultimate participa- 
tion of International Paper is en- 
hanced by the rising fortunes of the 
power subsidiaries, however, and, as 
a longer range factor, ownership of 
this equity in a heavily pyramided 
utility svstem may prove to be im- 
portant during an era of sustained 
recovery. 





25 Market Leaders 
Appraised 
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tween the 1937 high and low, the 
shares of United Aircraft, one of 
the market leaders selected by this 
publication, afford one of the 
stronger mediums for participating 
in the future of the aircraft indus- 
try. Unfilled orders are large and 
prospects clearly favor increasing 
activities in all of the company’s 
major divisions. 

Net of Texas Corp. last year was 
equal to $4.10 a share, the best 
showing made by the company since 
1929. Sales broke all previous rec- 
ords. Although number of out- 
standing shares this year will be 
increased by about one-sixth, the 
favorable outlook for the industry 
may well result in earnings of at 
least $5 a share. Viewed in the 
light of this prospect, and the possi- 
bility of larger dividends, the shares 
appear reasonably priced. 

The sharp decline and the failure 
of General Motors shares to show 
much in the way of recuperative 
power is readily explained by the 
substantial increase in the com- 
pany’s costs resulting from wage 
increases and higher prices for steel, 
copper, lead and miscellaneous auto- 
mobile supplies and parts. Thus 
despite the probability that produc- 
tion and sales will be greater this 
year, the earnings prospect, at least 
at the moment, is somewhat obscure. 

A recognized market leader and 


854 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


eam 
NOT 
FOR 
SALI 


The | 
inclu 


Pra 
affa' 





———_I 















Your Last Chance to Secure This Important Year Book 





To Invest Successfully in 1937 
You Must Act on Facts... 


To give you immediately the status of the various industries and 
the situation of each individual company as well as an analysis 
of the economic and business outlook, 


THE MAGAZINE OF WALL STREET 


Offers Its Fifteenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security 
and Economic Facts 








A most complete and helpful Manual prepared in a unique style, that saves 
you time and yet gives you complete information on every important in- 


Facts, Graphs and Statistics that 
will help you make your 1937 
Business and Investment Plans. dustry and security. 








Yearly Magazine Subscribers Can Get T. his Volume FREE 


—_—— 








& CoMPLETE STatisticAL REcorps—plus one hundred tables and charts,—gives 
you a complete record of all the leading companies in every important industry 
for the past three years, in addition to high, low and last prices for 1936. 


Factual 
snd INTERPRETATION AND Forecast—The clarity and simplicity with which we present 
" all data and interpretive comment will give you a clear and accurate picture— 
Interpretive not only of the individual corporation, but of the industry of which it is a com- 
ponent part. Our interpretation and forecast will give you the benefit of our 
e expert judgment in analyzing these corporations and their trend during 1937. 


The financial position of all leading companies, showing the ratio of assets to liabilities, the net working capital, etc., will be 
included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 


MARKETS... DOMESTIC TRADE AND BUSINESS ... 
Analysis of the Stock Market for 1936 with 1937 Outlook. Analysis of the Business Situation from the standpoint 
By the Industrial and Security Experts of The Magazine of recent events and prospective trend. 


of Wall Street. —Credit and Money Rates—and Government Financing. 
—Commodities—lIncluding Graphs Indicating Price Trend. 


—Comparisons of earnings of all leading companies for several —Record of Production of Leading Commodities and New Pro- 


years past,—and indicated trend. duction Trend. 
—New Stock Listings. —Corporate Financing in 1936 and Prospect for 1937. 
—Stock Market Prices 1935-1936. —New Industries. 
—Over-the-Counter Prices. 
—Curb Market Prices. SECURITIES ... 


3 Years’ Earning Record—Capital Structure—Financial 
Position. Illustrated with Charts and Tables. 


BONDS... ; 
—Railroads —Chemicals —Steel =—Shipping 
—Bond Market Prices for 1936. —Public Utilities —Leather —Coal —Tobacco 
—Analysis of Bond Market for 1936—and Forecast. —Food and Packing —dAccessories —Oil —Radio and 
—New Bond Financing. —Chain Stores —Textiles —Tires —Communications 
—Unlisted Bonds. —Mail Order —Mining —Paper 
—Curb Bonds. —Automobiles —Machinery -—Sugar 


Practically every company of importance, whether listed or unlisted, is included. The data gives the investor a complete record of 
the growth or decline of practically every leading corporation, which will enable him to determine the real trend of the company’s 
affairs for 1937. 


This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wall Street for one year, using Special Coupon below. 





Mail This Coupon Today ——— 


The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer | 
90 Broad Street, New York, N. Y. 


I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. It is 
understood I am to also receive free: The Magazine of Wall Street Manual described above. Also full privileges of your Personal 


Service Department. 














Publishers Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. 
Foreign Postage $1 a year additional. 4-10-M 

















APRIL 10, 1937 855 






normally sensitive to developments 
affecting the market as a whole, 
U. S. Steel common has thus far 
this year acted more impressively 
than the general market. The lead- 
ing unit, in an industry which has 
acquired all the appearances of a 
boom, U. S. Steel is in a position to 
enlarge substantially on its 1936 
earnings of $2.19 a share for the 
common. In the circumstances, 
considerable justification may be 
found for prevailing quotations and 
long term commitments should not 
be relinquished. 

In the face of Chrysler Corp.'s 
brilliant record and greatly strength- 
ened trade position, the persistence 
cf the shares in selling at a low ratio 
to recent earnings can only be ex- 
plained by prevailing doubts as to 
the margin of profit this year. Favor- 
able settlement of the company’s 
labor troubles might result in a 
hearty rally but the shares may con- 
tinue “under a cloud” awaiting 
more tangible evidence of the trend 
of current earnings. 

Consolidated Edison shares have 
reflected the lethargy of the entire 
utility list, despite company’s im- 
munity from Public Utility Act of 
1935. Rates have been lowered 
while taxes and costs have risen. 
Earnings of $2.56 a share for the 
twelve months ended Feb. 28 last, 
however, provide satisfactory cover- 
age for quarterly dividends of 50 
cents and commitments held for in- 
come need not be disturbed. 

Earnings of Anaconda Copper 
last year increased 42% and were 
' equal to $1.83 a share. As the 
largest single factor in the copper 
industry, the company is in a posi- 
tion to reap the full benefit from 
the substantial upturn in the prices 
of non-ferrous metals. Company’s 
fabricating activities should also 
make important contributions to 
current earnings. Higher dividends 
in the early future are a live possi- 
bility. Despite general market 
weakness, shares are quoted near 
their high for the year. 

Although showing a decline of 
some 25 points from their 1937 high, 
the shares of Westinghouse Elec. 
& Mfg. have suffered no adverse 
alteration in their promising pros- 
pect for 1937. Unfilled orders at 
the beginning of the year showed an 
increase of more than $20,000,000 
and the company promises to be a 
leading participant in the increased 
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demand for electrical equipment 
and machinery occasioned by utility 
and industrial plant expansion and 
rehabilitation scheduled for this 
year. Over the longer term, the 
shares should register further sub- 
stantial gains. 

At their low for the year, shares 
of  Allis-Chalmers were twenty 
points under their 1937 high and 
subsequent recovery has been quite 
modest. Yet nothing has occurred 
to adversely alter the favorable out- 
look for the company and which in- 
fluenced the choice of the issue by 
Tue Macazine or WALL STREET as 
one of the ten prospective market 
leaders for 1937. Prominently iden- 
tified with the electrical equipment, 
machinery and farm equipment in- 
dustries, the company may be ex- 
pected to share fully in the dynamic 
prospects credited to these indus- 
tries. Unfilled orders at the begin- 
ning of the year amounted to nearly 
$14,000,000 as compared with $7,- 
500,000 at the beginning of 1936. 
The conversion of the company’s 4’s 
1945, last December was responsible 
for increasing the outstanding shares 
from 1,344,394 to 1,769,367. Asa 
result per-share earnings of $2.27 
proved quite disappointing to stock- 
holders expecting better than $3 a 
share. Rumors also that the com- 
pany was planning to offer addi- 
tional stock had a dampening effect 
marketwise. As yet, however, no 
plan has been announced. With no 
apparent change in the company’s 
promising outlook, it is probable 
that recent levels around 66 have 
adequately discounted the disap- 
pointing earnings for last year. 





Increasing Taxes 
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American Can’s business is thirty 
per cent in packers’ cans and the 
tax bill can be prorated in this pro- 
portion, we have an example here 
of the tax collector adding more 
than $2,000,000 to the cost of food 
products—food products, moreover, 
bought in general by that part of 
the population which is less well 
situated economically. 

Corporations operating in the oil 
industry have been singled for espe- 
cially heavy-handed tax treatment. 
The Sun Oil Co. sums up the situa- 


tion aptly when it says: “Apparent- 
ly the time is not yet in sight when 
a report of this kind can omit ref- 
erence to the continuing excesses of 
this industry’s tax burden. In 1936 
your company paid out of its earn- 
ings $4,304,444 in federal, state and 
local taxes, as compared with $2. 
985,631 in 1935—an increase of 
$1,318,813. . . . Gasoline taxes, fed- 
eral and state, of course increased 
during the year, amounting to $26, 
824,559 as against $25,798,184 in 
1935. The gasoline taxes collected 
by the Sun Oil Co. and turned over 
to public treasuries exceeded by al- 
most $10,000,000 the company’s to- 
tal payroll disbursements. And for 
the entire country and the entire 
industry, 1936 gasoline taxes to- 
talled $880,000,000. Fourteen per 
cent of all taxes collected in the 
country—federal, state and local— 
were motor-user special levies—gas- 
oline, lubricants, tire, etc., and li- 
cense fees.” 

One could go on indefinitely giy- 
ing examples of the part played by 
corporations in the matter of tax- 
ation, but enough has been said to 
drive home the point that the part 
is a very important one. However, 
as has been said, one cannot really 
tax a corporation: one can only em- 
ploy the corporation as a medium 
through which to impose a tax on 
individuals. Tax a corporation and 
the corporation necessarily takes it 
out of the consumer, the stock- 
holder, or its workmen. For the 
country as a whole most taxes ob- 
viously are paid by the consumer in 
the form of higher prices and, as 
stockholders and workmen are con- 
sumers, they pay not only the 
higher prices but also whatever the 
company has been unable to pass 
along in this form. 

With the burden of indirect tax- 
ation, huge as it is, mounting by 
leaps and bounds, it is high time 
more people saw themselves as con- 
sumers and ceased to delude them- 
selves over this matter of taxing 
corporations. Remember that you, 
John J. Public, pay all taxes and 
that about the only good thing that 
can be said of indirect taxation is 
that feeders at the public trough do 
not escape it as they so largely do 
the income taxes—but even this, 
desirable as it is, begins to be at- 
tended with too heavy a cost to the 
rest of the people who have to work 
for their living. 
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Large Orders Ahead for 
Machine Tools 





(Continued from page 825) 


years and net available for the stock 
last year recorded a gain of 170 per 
cent, having been equivalent to 
$1.37 a share, comparing with 51 
cents in 1935. Giving effect to the 
retirement of $827,000 of first mort- 
gage 6’s last year, funded debt totals 
$750,000 of 414’s due 1946 and 
$600,000 notes maturing Novy. 30, 
1938 to 1941. Outstanding stock 
amount to 500,000 shares. Divi- 
dends totaling 75 cents were paid 
last year and payments currently 
are likely to be upwards of $1 
a share. The company entered 
1937 with the largest volume of or- 
ders on its books since 1929 and 
earnings of at least $2 a share appear 
to be a reasonable expectation. On 
this basis, the shares at 21 are specu- 
latively attractive, in addition to 
offering a fair yield. 


Bullard Co. 


Modestly capitalized at 276,000 
shares, Bullard Co., has shown a 
marked upturn in per-share earn- 
ings since the profitless years 1930- 
83. Net income last year was equal 
to $2.50 a share, comparing with 
$1.06 in 1935 and it would not be 
surprising if current earnings com- 
pared quite favorably with the 1929 
level of $3.60 a share. Rated as one 
of the foremost manufacturers of 
automatic machine tool and vertical 
turret lathes, the company is cred- 
ited with developing some of the 
most efficient machine units used by 
automobile manufacturers, aircraft 
builders, railroads and_ railroad 
equipment builders. Recent addi- 
tions to the company’s line include 
smaller and less costly models hav- 
ing a high rating of accuracy at fast 
speeds. 

Last year dividends were paid 
for the first time since 1930, 
total disbursements to stockholders 
amounting to $1.75 a share. With a 
comfortable financial position, the 
company is in a position to adjust 
dividends to conform closely to 


earnings. At 41 the shares appear 
reasonably valued and a worthy can- 
didate for price appreciation and 
larger dividends. 
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Niles-Bement-Pond 


Niles-Bement-Pond, with its sub- 
sidiaries, manufactures small tools, 
gauges and metal-working tools such 
as dies, reamers, drills, etc. The 
company owns all of the capital 
stock of Pratt & Whitney Co., man- 
ufacturers of precision machinery 
and small tools. Other products in- 
clude Diesel engines, cranes and 
hoists. The company’s experience 
during the depression was typical of 
the machine tool industry and 
losses were shown in the years 1931 
to 1933 inclusive; a small profit was 
shown in 1934; and subsequent gains 
have been particularly pronounced. 
Net income in 1935 totaled $266,193, 
equal to $1.55 a share on the out- 
standing stock, and last year’s profit 
of $699,360 was equivalent to $4.04 
a share. At the end of last year 
current assets, including more than 
$1,000,000 in cash and marketable 
securities, were in excess of $5,000,- 
000, as compared with current lia- 
bilities of only $736,217. Hence, the 
company would appear well situated 
to pursue a liberal dividend policy. 
Cash payments in 1936 totaled $1 a 
share and in addition the company 
paid a stock dividend of 14 share 
of General Machinery Corp., having 
a taxable value of $5.65 a share. 


Recently the company paid another 
cash dividend of 50 cents. With a 
substantial volume of orders on its 
books foreshadowing a further gain 
in current earnings, it appears to be 
a safe assumption that dividends 
will be at least $2 a share this year, 
indicating a yield of better than 4 
per cent at recent levels around 46. 
With only 173,025 shares comprising 
the entire equity, the issue may be 
credited with interesting possibili- 
ties for price appreciation and in- 
creasing dividends. 


Ex-Cell-O Aircraft & Tool 


Output of Ex-Cell-O Aircraft & 
Tool is exceptionally well diversified, 
having been considerably enlarged 
in recent years. Primarily a manu- 
facturer of small precision tools— 
diamond drills, cutting, grinding and 
other devices—other products also 
include precision aircraft engine 
parts, Diesel engine fuel pump parts 
and numerous other machine parts 
Standardized car and locomotive 
pins and bushings are sold by the 
company to practically every rail- 
road in the country, while the auto- 
mobile industry likewise affords an 
important outlet. Recently the com- 
pany has developed a machine which 
forms, sterilizes, fills, seals and dates 
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1937-36 
Price Range 
~ Recent 
Name and Dividend High Low Price 
Alum, Co, of Amer.......... 177% 146 1681/4, 
Amer. Cyanamid B (7.60)..... 35%, 2914 321% 
Amer. Gas & Elec. (1.40)..... 4834 35144 35% 
Amer. Lt. & Tr. (71.20)....... 264%, 20% 20% 
Amer. Superpower........... 3 2 2 
Assoc. Gas & Elec. "A"...... 51% 31% 31 
GHEE SANCEsseccc. ccs. «=6SH 4 4%, 
Cities Service Pfd............. 60 474, 50% 
Colum. G. & E. cv. Pfd. (5).... 10444 79 79% 
Colum. Oil & Gas ({.20)..... 10% 7%, C) 
Consol. Aircraft.............. 3334 2214, 291% 
GCamtel, GORGE. 60i5.66-0500:00-00 115% 74%, 111% 
Consol. Gas Balt. (3.60)...... 8914 733%, 75% 
Creole Petroleum ({.50)....... 38 28144 30% 
Eagle Picher Lead (*.10)...... 27%, 20% 23% 
Elec. Bond & Share.......... 28%, 20% 21 
Elec. Bond & Share Pfd. (6)... 80 7114 72% 
Ex-Cell-O A. & T. (*.20)..... 277%, 183%, 255% 


Ford Mot. of Can. ‘A’ (1).... 2934 2214 26% 
oS |) 38% 18%, 36%, 


Godchaux Sug. “B".......... 39¥%, 28 315% 
(Ch Oa 63% 53%, 58% 
Hudson Bay M, & S, (1)...... 42 3244 37% 
Humble Oil (1.50).......... 87 IW, 824 
Imperial Oil (7.50)........... 244%, 21 23 


1937-36 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
Ins. Co. of N. A. (12). ....... 74%, 64% 67 
Jones & Laughlin............ 12614 90% 12014 
Lake Shore Mines ({4)....... 59%, 5514 56 
Molybdenum.............-. 11 84% 10% 
Moat Ward “A G). ...0025. 157 13814 14314 
National Bellas Hess......... 312 234 2354 
National Sugar Refining (2).... 28 25 27 
Newmont Mining (*.7°)...... 13534 118 126 
Niagara Hudson Power....... 16% 13% 13% 
Niles-Bement-Pond (*.50)..... 51 413%, 45% 
New Jersey Zinc ({2)........ 94%, 78 90 
Pan-Amer. Airways (71)...... 75% 59% 67 
yy ho, | OA 9% 514 61% 
Pennroad Corp. (1.25)........ 514 41h 47, 
Pepperel Mfg. (76).......... 14734 121 130 
a | ke) i 147% 125 134 
Sherwin-Williams (4)......... 15444 133 13614 
Sun Oll Com: (2:75)... 50 454%, 481% 
SON CIID oes aid sie's 50:0 ace 1354 9% 11% 
United Lt. & Pw. “A"........ 1134 71h Ty, 


United Lt. & Pw. cv. Pf.CIL. "A" 75% 53 545, 
* Paid this year. 
+ Annual rate—not including extras. 


t Paid last year. 
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single service containers for milk and 
other dairy products, and substan- 
tial returns from this product are 
ultimately expected. Development 
costs incurred in connection with 
this machine, however, have _pre- 
vented the company’s earnings from 
registering the same degree of im- 
provement characteristic of the 
showing of the machine tool indus- 
try as a whole during the past two 
years. Net in 1935 was equal to 
87 cents a share on 384,139 shares 
of capital stock, comprising the en- 
tire capitalization, and last year 
profits were equal to $1.08 a share 
on a slightly larger number of 
shares outstanding. Dividends paid 
in 1936 aggregated 75 cents a share 
and with finances in a comfortable 
position, the company would appear 
justified in increasing dividends as 
earnings permit. Selling around 25, 
the shares may be selected as a 
worthy speculative vehicle for mod- 
erate term commitments. 





As I See It! 





(Continued from page 799) 


must take place before men know 
what it is they have to fight against. 
They are just now learning that 
dictatorships are something that 
must be prevented in the future. 

When men realize that they must 
plan constructively if they wish to 
succeed—that destructive acts bring 
destruction to them—they will be- 
gin to plan soundly, their dreams 
will come true, and life will have a 
real meaning. 





Improving Outlook for 
B. & O. 





(Continued from page 823) 


ing a through line from Baltimore 
to New York as well. Accordingly, 
the road was extended to Philadel- 
phia, where a connection was ef- 
fected with the Reading. It, in 
turn, connected with the Central 
Railroad of New Jersey at Bound 
Brook Junction. Through these 
mediums and ferries the Baltimore 
& Ohio, for many years, has had a 
direct line into New York City. As 
for many years also, Reading has 
owned legal control of Jersey Cen- 


tial, and more recently, Baltimore 
& Ohio has acquired working con- 
trol of Reading, the B. & O., since 
the latter acquisition, virtually has 
had its own line to New York. 

Although, for a long time, the B, 
& O. was known as a “differential” 
railroad as to its passenger service, 
in recent years it has taken an im- 
portant position among the other 
railroads with respect to this class of 
service. Not only have through air 
conditioned trains been operated be- 
tween New York, Baltimore and 
Washington on the East to all the 
important western termini of the 
system, but the class of its passenger 
service has commanded most favor- 
able mention from the traveling 
public. 

Furthermore, the B. & O. manage- 
ment was the pioneer among the 
eastern roads in urging a substantial 
reduction in passenger fares, that 
finally went into effect on those 
lines in June last. The preliminary 
report of B. & O. for the 1936 fiscal 
year, about to be made public, will 
show a substantial increase in pas- 
senger revenues for the last seven 
months of that period over the cor- 
responding seven months of 1935. 
B. & O.’s earnings record as a whole 
for 1936 was most gratifying, consti- 
tuting as it did, an increase in gross 
revenues of $27,149,417 and of $6,- 
000,000 in net railway operating in- 
come. These are by far the best re- 
sults since 1930. 

The floods cut down operating 
revenues substantially and increased 
operating expenses correspondingly. 
In spite of this misfortune, operating 
revenues of B. & O. for January 
were $1,201,234 larger than for Jan- 
uary, 1936. This showing is the 
more striking when it is recalled that 
the emergency freight rates were not 
in effect during the first month of 
this year, as they were in January, 
1936. 

The February statement disclosed 
an increase in operating revenues of 
$540,372, but a decrease in net rail- 
way operating income of $346,901 
from 1936. According to an of- 
ficial estimate a few days ago, the 
B. & O. will probably about break 
even on its fixed charges for the first 
three months of this year. This 
would indicate a net income for 
March approximately equal to its 
combined net loss for January and 
February. Close students of the B. 
& O. railroad will be glad to know 
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that by the end of March the $1,- 
000,000 estimated property damage 
from the floods will have been 
charged out of earnings. 

The trend of earnings for the rest 
of this year will depend quite larely 
upon the labor situation. Net in- 
come after fixed charges for 1937 
has been estimated officially at $7,- 
605,000. The B. & O. management 
is preparing for still larger freight 
traffic than was handled in 1936. 
Repairs are in progress in the com- 
pany’s shops on 1,500 freight cars. 
Recently 2,000 gondolas and an 
equal number of Wagon Top cars 
were ordered. The former are being 
built in the company’s shops and 
the latter by Bethlehem Steep Corp. 
Delivery of the gondolas is expected 


to begin in May and of the latter in 
April. To pay for about 75 per 
cent of this new equipment the B. & 
O. has sold $7,500,000 1-10-Year 214 
Per Cent Equipment Trust certifi- 
cates at 96.788. 

The B. & O. has made long strides 
forward since the low level of finan- 
cial position and earnings in 1932, 
but the chief weak point in the for- 
mer is still a funded debt of around 
$680,000,000 and R F C obligations 
of approximately $75,000,000. As 
of January 31 last cash stood at 
$12,049,043 against $9,393,873 on 
the corresponding date of 1936. 
R F C loans maturing this year and 
amounting to $14,494,423, have been 
extended to April 1, 1942. Bank 
loans have been paid off. Mortgage 


maturities in 1937 amount to $7,- 
368,000 and equipment trust obli- 
gations to $5,587,000, a total of $12,- 
955,000. It is probable that a small 
nearby bond maturity will be taken 
care of temporarily by a short term 
bank loan. 

It is generally expected that the 
unions will “get something” on the 
demands that they have made for a 
20 per cent increase in wages, but 
nothing like that rate. An increase 
of 1 per cent only on B. & Os 
$80,000,000 payroll would add $800,- 
000 annually for that company. 

If things go well for the railroads 
generally, B. & O. earnings should 
show further increases and _ still 
higher prices should be recorded for 
the common and preferred stocks. 
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